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Mailing 18,000 live chicks—every morning 


[ Not a typographical error | 





Anp we mean chicks, not checks. 


Most banks are accustomed to large 
mailings on statement days — but the 
Hayes Bros. Hatchery in Decatur, IIl., 
mails 18,000 baby chicks every morning 
in the peak spring season. These baby 
“powder puffs” are fine stock, carefully 
bred and scientifically incubated—but 
they can’t live more than 72 hours 
without attention. So it’s mighty 
important to get them to the buyers as 
fast as possible, and in the best condition. 
And Hayes Bros. depend on parcel post 
and the Pitney-Bowes Postage Meter. 

The chicks are tucked into strong 
ventilated cartons and packed as close 
to train times as possible. The cartons 
are weighed, postage computed and the 
exact postage required for each carton 
is printed on gummed tape by the 
Postage Meter. There are no shortages 
of stamp denominations; no stamps to 
separate, count, stick, guard or account 
for. The postage is fully protected by the 
Meter, and accounted for by the Meter. 


And the mailing goes off swiftly, 
smoothly, efficiently. 


BANK MAIL is more precious, if less 
perishable than baby chicks. It must go 
out fast, get delivered fast. So the 
Pitney-Bowes Postage Meter is standard 
equipment with modern banks, large 
or small. 


The Postage Meter does away with 
all your stamp problems. Prevents stamp 
thefts, stops stamp losses, cuts postage 
costs, and protects the people who handle 
postage. It prints postage on the en- 
velope, seals envelopes, speeds up mail- 
ing by as much as 400%. It never runs 
out of stamp denominations. And every 
metered envelope has a dated postmark 
for your protection. Metered mail need 
not be faced or cancelled in the post- 
office, gets on its way sooner. 

A demonstration on your own mail on 
your own premises—will show how the 
Postage Meter saves time and postage. 
Ask the nearest office of The Postage 
Meter Co. today! 

* 


FREE—The POSTAGE COMPUTER. 
Pocket size, easy to use, invaluable. Shows 
instantly postage costs on all classes of mail; 
parcel post all zones up to 24 lbs.; with digest 
of important postal information. 


THE POSTAGE METER Co. 


1521 Pacific St., Stamford, Conn. 
PITNEYeretes wi) BOWES. 


Branches in principal cities... Consult your telephone directory 


pares 
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IN CANADA: The Canadian Postage Meters & Machines Co., Ltd. 





BELOW—The mailroom of the 
Guaranty Trust Co., New York, uses 
five Pitney-Bowes Postage Meters. 
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Bankers’ Salmon Derby 


Sirs: Not the least of the attractions 
of the forthcoming American Bankers 
Association convention at Seattle is the 
fishing that abounds in the Pacific North- 
west. 

At least, Andrew Price, president of the 
National Bank of Commerce at Seattle, 
and chairman of the General Convention 
Committee, has been so hard pressed by 
bankers asking about the fishing to be 
expected that he has set up a_ special 
hunting and fishing committee under the 
chairmanship of Lawrence M. Arnold, 


LAWRENCE M. ARNOLD 
Chairman, Hunting and Fishing Committee 


executive vice-president of the Seattle- 
First National Bank to take care of the 
followers of Nimrod and Izaak Walton 
among the visiting bankers. 

In line with this assignment Mr. and 
Mrs. Arnold, the latter being chairwoman 
of the Ladies Entertainment Committee 
for the convention, have been making an 
extensive tour of the hunting and fishing 
spots near Seattle. On these they have 
been accompanied by ‘Miss Banking 
Progress on Parade,” unofficial observer 
and theme girl of the convention. 

Then, because Seattle is famous for its 
salmon derby each year, in which practi- 
cally the whole town takes part, a special 
salmon derby will be held for bankers at 
convention time, with prizes and every- 
thing. Any registered delegate will be 
eligible for entry; fishing tackle and other 
paraphernalia will be provided, under the 
present plan, at a cost of not to exceed $2. 

Also for the sportsmen who can stay on 

beyond the dates of the convention, Mr. 
Arnold is planning a trip to Campbell 
River, B. C. 
_ Of this region, he says, ““Campbell River 
ls tops for the King salmon of the 50 pound 
variety during August, when the season 
ls at its best. During the latter part of 
September and the early part of October, 
Campbell River is particularly noted for 
its excellent salt water salmon fly-fishing, 
Where many Silver or Cohoe salmon, 
ranging from 8 to 15 pounds, are taken on 
a fly with a 6 or 7 ounce rod. Campbell 
River is a four hour motor trip north of 
Victoria on Vancouver Island.” 

Because the Hunting and Fishing Com- 
mittee have a rather difficult task before 
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them in providing boats, guides and other 
facilities for those who wish to hunt or 
fish either before, during, or immediately 
following the meeting in September, it is 
suggested that any reader of The Burroughs 
Clearing House who wishes to make definite 
arrangements at this time, or desires addi- 
tional information, write to the committee 
as soon as possible. 
K. WINsLow, JR., 
Chairman Publicity Committee, and 
Executive Vice-president, Seattle Trust 
and Savings Bank, 
Seattle, Washington 
4 * + 


Sampling Safe Deposit Boxes 


Sirs: I have read with a great deal of 
interest the article “‘A Sampling Plan to 
Boost Box Rentals” in the May issue of 
The Burroughs Clearing House. 

One point about which I would like 
further information is the matter of getting 
keys back and boxes properly surrendered 
when the “sample period’ has expired. 
At the present time we have a considerable 
amount of trouble in this respect with 
boxes that have overdue rent on them and 
experience has proved to us that it does 
not pay to go to the expense of having the 
boxes drilled and new locks installed. 

GeorRGE W. Geuper, Assistant Cashier, 

Tradesmens National Bank and 
Trust Company, 
Philadelphia, Penna. 


Sins: The article on safe deposit 
sampling has interested us. Can you put 
us in touch with some one who has really 
done this? 

Conditions in this department are such 
that we are ready to try any new idea that 
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A SAFE DEPOSIT 


other valuable papers from loss by 


WE OFFER to our customers who do not already have one, the 
free use of one of our $5.00 Safe Deposit Boxes for a period not 
to exceed three months. 

OUR REASON for making this offer is that having many Safe 
Deposit Boxes to rent, we believe some of our customers who have 
never used one would be glad to become permanent renters if they 
could be induced to learn for themselves the advantages of having 


a Safe Deposit Box. 


135 South Broad Street 





sounds plausible and does not cost too 
much to put across. We are particularly 
interested in the type of agreement used 
since when there is no fee there is no 
contract, and in which way we might be 
assured that keys would be brought back. 
HeLten E. MA.tory, 
Safe Deposit Manager, 
Elmira Bank & Trust Company, 
Elmira, New York 


Sirs: My attention was called to the 
article on a plan to boost box rentals. 

When I first read it, the plan seemed 
rather wild to put it mildly. On second 
reading, it seemed to me as though it might 
really work. Accordingly, I called the 
article to the attention of our president, 
and he in turn discussed it with two or 
three others. 

You will be interested in the result as 
shown by the enclosed card. This is being 
sent to all our depositors on the 31st of 








40 WATER 





378 BANKS — 


In New England alone, 378 
banks were correspondents of The 
National Shawmut Bank at the 
close of last year — including more 
than half of all the national banks 
and trust companies. We provide 


complete facilities for handling all 


types of banking business through- 


out this important industrial area. 


THE NATIONAL 


Shawmut Bank 


STREET - 


eMember Federal Deposit Insurance Corporation 


BOSTON 











In writing to advertisers please mention The Burroughs Clearing House 
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BOX RENT FREE 


Before you close your house at vacation time, or take a trip this summer, we 
would like to arrange to protect your jewelry, securities, deeds, wills, and 


fire or theft during your absence. 


THIS OFFER is made to any person doing business with any de- 
partment of our Company, who is not, at the moment, a safe renter. 
YOU may have a Safe Deposit Box immediately by merely pre- 
senting this notice to the Safe Deposit Department at whichever of 
our offices is more convenient for you. There is no obligation on 
your part to retain the Box at the end of the trial period, nor is 
there any obligation other than to return the Box and keys 
to us. 


FIDELITY-PHILADELPHIA TRUST COMPANY 


325 Chestnut Street 


Member Federal Deposit Insurance Corporation 





this month with their cancelled checks. 
It will also go out with bills and remittances 
to customers of other departments. You 
will note that our offer is definitely limited 
to present customers not having safe 
deposit boxes, and that we will not extend 
the offer to the general public nor advertise 
it. Even at that our offer will reach many 
thousand persons not at present safe 
renters. 

I felt sure you would be interested in 
knowing that your idea was to have a trial 
here in Philadelphia, and I imagine you 
will be almost as interested as we to learn 
what the result may be. 


F. T. Coxe, Assistant Secretary, 
Fidelity-Philadelphia Trust Company, 
Philadelphia, Pennsylvania 


Epiror’s Nore: Letters too numerous 
to quote followed publication of the 
article on Sampling Safe Deposit Boxes. 
Some were critical, some asked further 
information, some indicated the plan would 
be tried, but all evidenced keen interest in 
learning results of this, or any successful 
plan, in operation. (For further comment 
on this article, see page 20.) 


¢ ° ° 


Copies for Treasurers 


Sirs: The first number of The Burroughs 
Clearing House has been received, and 
though I have not yet read it with the 
diligence that I shall, I find it extremely 
interesting. I have contacts with two or 
three banking institutions and the articles 
on banking are of real interest. 


I. D. Russet, Treasurer, 
The American Hardware Corporation, 
New Britain, Connecticut 


Sirs: I have completed reading The 
Burroughs Clearing House and want to let 
you know how thoroughly I enjoyed read- 
ing the interesting articles appearing 
therein. 

FRANK J. NAGELL, Treasurer, 

The Black & Decker Manufacturing Co., 

Towson, Maryland 


Sirs: The receipt of your publication 
will mean the return of an old friend. 
During my ten years of experience as a 
commercial bank officer, this publication 
was one of the most welcome and helpful 
that came to my desk. 
J. M. NAuGuton, Treasurer, 
Eaton Paper Corporation, 
Pittsfield, Massachusetts 


Sirs: I have read the magazine in its 
entirety and find it very, very interesting 
and will appreciate receiving future issues. 

GeorGeE C,. PHe.ps, Treasurer, 

Houdaille-Hershey Corporation, 





Detroit, Michigan 
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Grand Rapids is Host to 
A. I. B. Convention 


With the 37th annual convention of the 

American Institute of Banking, held in 
Grand Rapids, Michigan, June 5-9, now a 
matter of pleasant memories, many mem- 
bers are already looking forward to 
“Boston in 1940.”" This historic center has 
been selected as the convention city next 
year. 
’ The Grand Rapids convention attracted 
nearly 1,500 bankers from every section 
of the country, and typical of all such A. 
I. B. meetings, it was five days of con- 
centrated work and play. 

At the helm of the Institute for the 
coming year will be Harry R. Smith, 
assistant vice-president of Bank of America, 
San Francisco, Calif. He succeeds Milton 
F. Barlow, cashier of the National Citizens 
Bank of Mankato, Minn. The new vice- 
president is J. Leroy Dart, who is also 
vice-president of the Florida National 
Bank, Jacksonville, Fla. 

In a spirited election the following con- 
testants were chosen for three-year terms 
on the executive council: Jack H. Gormley, 
of the Seattle-First National Bank, Seattle, 
Wash.; Edward F. Matthews, of the First 
National Bank, Philadelphia, Pa.; Elmer 
W. Pollock, cashier, First National Bank 
and Trust Company, Tulsa, Okla.; and 
Garnett Carter, of the Fulton National 
Bank, Atlanta, Ga. : 

Silver plaques for outstanding publicity 
achievements during the year were awarded 
to the Philadelphia, Richmond and Anthra- 
cite (Pottsville, Pa.) chapters. Awards 
for the best chapter publications went to 
Los Angeles, Essex County (Newark, N. J.) 
and Anthracite chapters. 

Against seven able masculine opponents, 
Doris G. Parry, of the First Citizens Bank 
and Trust Company of Utica, New York, 
won the $500 first prize in the National 
Public Speaking Contest. The subject 
was, “The Bank’s Place in Meeting Today’s 
Credit Needs.”” Other winners and their 
awards from the A. P. Giannini Educa- 
tional Endowment were: $300 second 





At the A. I. B. convention at Grand Rapids: Retiring President Milton F. Barlow, 
President Harry R. Smith, Dr. Harold Stonier and Philip A. Benson 


prize, Roland T. Carr, Riggs National 
Bank, Washington, D. C.; $200 third 
prize, Alex Lindholm, Fulton National 
Bank, Atlanta, Ga.; $100 fourth prize, 
Thomas W. Utterback, City National Bank 
& Trust Company, Oklahoma City, Okla. 

Essex County, New Jersey, Chapter 
triumphed in the national convention 
debate on the subject of ‘“‘Resolved, That 
the Federal Government Should Own and 
Operate All Railroads Engaged in Inter- 
state Traffic.” They argued the negative 
side against Houston Chapter of Houston, 
Texas, in the finals. 

Principal speakers at the general sessions 
of the convention were Philip A. Benson, 













. 4 


a | 
- My daddy says Iam 
a Cantonal Baby, 
i because that’s how he 
1 paid the stork my 
‘traveling expenses'!” 


Would a Personal Loan Help You 


Maintain Your Credit Standing? 


The addition of a new member to the family circle. with all ite 
lovable eweemess. is Indeed a blessed event. Mowever, e 
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These advertisements pleased business and professional men, increased loan volume 


president of the American Bankers Associ- 
ation and president of the Dime Savings 
Bank of Brooklyn, N. Y.; Dr. Paul F. 
Cadman, president of the American Re- 
search Foundation, San Francisco, Calif.; 
and W. J. Cameron of the Ford Motor 
Company, Dearborn, Mich. 

Departmental conferences dealing with 
specific banking questions were uniformly 
well attended. Of particular interest were 
the two bank management conferences, 
which were conducted in informal round 
table style with free discussion. These 
meetings proved highly successful, and are 
likely to be more widely adopted in future 
conventions. 

> + 4 


Ad Campaign Promotes 
Payment of Bills 


Good will of professional and business 
men was enhanced, and small loan volume 
increased, by a series of advertisements 
which the Valley National Bank, Phoenix, 
Arizona, recently ran in the nineteen 
Arizona communities where its offices are 
located. 

The bank offered to make loans to 
individuals to pay doctor bills, dentist 
bills, business debts, etc., in a campaign 
which dramatized the subject of personal 
credit. 

Letters were sent to doctors and dentists 
throughout the state, enclosing proofs of 
the respective medical and dental adver- 
tisements. Letters and proofs were like- 
wise sent to merchants who were members 
of credit associations. 

Much favorable comment is reported 
to have been received as a result of the 
series. 

° e 


Indianapolis Banks Sponsor 
Annual Travel Show 


Four years ago the travel officers of five 
Indianapolis banks got together to try to 
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solve a mutual problem—that of school 
children who were inundating them with 
requests for free literature in connection 
with classroom projects. The upshot was 
an appeal to the board of education for a 
central clearing house for this travel 
literature. 

Out of this co-operative beginning, a 
permanent association grew up known as 
the Association of Indianapolis Bank 
Travel Bureaus. Without destroying the 
spirit of competition, the travel officers 
found there were other ways they could 
combine to sell their wares. 

“Let’s stage a mutual travel show,” 
one of the members suggested four years 
ago. “Of course a free show will bring in 
a great many mere lookers, but out of 
10,000 lookers we’re bound to produce a 
few genuine new buyers of onal” 

The 1936 show brought out about 5,000. 
The 1937 show doubled that figure. Last 
year’s exhibit taxed the limits of a down- 
town store auditorium with an attendance 
of over 20,000 in three days. The 1939 
show was therefore moved out to the large 
Murat Temple, where on three rainy days 
attendance was over 25,000. 

By arrangement with the Indianapolis 
Star, local newspaper which finances the 
shows and collaborates in publicity and all 
details, space for exhibitors is free. The 
only stipulation is that they carry an 
advertisement of any size in the special 
Sunday travel section preceding the show. 
In return the exhibitors are given free 
news write-ups, are aided in the distribu- 
tion of travel literature, are furnished 
booths 10 by 6 feet and free tables and 
chairs, and are invited to show their travel 
movies or give an illustrated lecture in 
the theater performance included in the 
travel show. 

Naturally, the shows serve to stimulate 
interest in travel, and consequently 
strengthen the incentive to save for such a 


purpose. 
To maintain interest throughout the 
year, the Association of Bank Travel 


Bureaus also sponsors a series of quarterly 
illustrated lectures pertaining to travel. 
These are kept on a very high plane, and 
an endeavor is made to obtain the leading 
lecturers and finest pictures available. 

Membership in the Association includes 
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Crowd at 4th annual Indianapolis travel show, sponsored by newspaper and 
local banks, which attracted over 25,000 visitors in three days 


all five banks in Indianapolis having travel 
departments. Rex P. Young of the 
Fletcher Trust Company has been presi- 
dent all four years. The other members 
are: Mrs. Wilbur Johnson of the American 
National Bank, Carl H. Bals of the Mer- 
chants National Bank, Miss Idyl R. Evans 
of The Peoples State Bank, and Richard 
W. Kurtz of the Union Trust Company. 
. o + 


Study Predicts Rise in Bank 
Interest Rates 


With various signs on the domestic and 
international horizon indicating a turning 
point, there are many reasons to believe 
that the worst period for bank earnings in 
this country is over, according to a study 
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JUDGMENT of new issues, preliminary to purchase and subse- 


quent recommendation to clients, is the responsibility of our 
Corporation and Municipal Buying Departments. The training and 
experience of members of these divisions is suggested by their 


service records with this organization. The average period of ser- 
vice of over a third of the personnel of these divisions is 22 years 
and that of the entire group almost 14 years. 


CHICAGO. 201 SO. 


LA SALLE STREET 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 





HALSEY, STUART & CO. Inc. 








In writing to advertisers please mention The Burroughs Clearing House 





entitled “Outlook for the Banking Busi- 
ness,” published by Bondex, Inc., New 
York City, bank portfolio consultants. An 
upward movement in interest rates both 
here and abroad is predicted. 

After summarizing the conditions which 
have adversely affected bank earnings, the 
study continues: “‘Any reverse movement 
of funds from this country can alter our 
domestic capital market and money rates 
in a short time. One of the first steps in 
this direction could be a hardening of 
interest rates in England, or in other 
foreign countries. Any sustained improve- 
ment in our domestic business situation 
accompanied by a revival of private 
investment would have the same effect. 
Individuals and institutions with funds 
available for new investments are becoming 
more reluctant to invest at present low 
levels of return. Therefore, the general 
outlook for an increase in interest rates is 
more favorable now than at any time since 
1933. Any sustained rally in the cost of 
money should benefit the banking busi- 
ness.” 

® * * 


Small Business Not Neglected 
—James H. Perkins 


In his recent testimony before the 
Senate Committee on Banking and Cur- 
rency, James H. Perkins, chairman of 
the board of The National City Bank of 
New York, cited some interesting facts 
pertaining to his own institution in sup- 
porting the contention that ample credit 
facilities are already available to meet the 
needs of the small business man. 

Mr. Perkins stated that on June 1, 
“regular” or commercial loans amounted 
to $327,000,000, loaned to 6,178 customers. 
“If you take out of them $67,000,000 which 
was loaned to stock exchange firms and 
dealers, it leaves $260,000,000 loaned to 
just over 6,000 customers for business and 
individual needs,” he continued. “Of 
these 6,000 customers, 91 per cent were 
borrowing amounts of $50,000 or less. 
The total dollar amount of this group is 
approximately $33,000,000. So you see 
that in terms of number of customers the 
relatively small loans predominate.” 

Turning to the National City 
personal loan department, Mr. 
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said that since 1928 in the neighborhood 
of one and a half million small loans had 
been made aggregating $438,000,000. ‘‘To- 
day we have on the books about 325,000 
of which we estimate that about 30,000 
are small business men. These loans range 
from two or three hundred to two or three 
thousand dollars.” 

An analysis of loans declined during the 
past year, Mr. Perkins added, showed that 
exclusive of the personal loan department 
and loans by foreign branches, only 219 
loans were turned down, and that if all 
these loans had been made the total 
amount of loans outstanding would have 
been increased by less than 5 per cent. 
These figures, along with a breakdown of 
the applications showing the nature of the 
loans declined, were cited by Mr. Perkins 
to indicate that there is no great unsatisfied 
demand for credit. 

“We have taken still one further step 
in our desire to make sure that our insti- 
tution is neglecting no reasonable oppor- 
tunity to extend credit,’ Mr. Perkins 
reported. ‘‘We have recently formed a 
special committee independent of the 
usual operating officers to make a compre- 
hensive sample survey of the businesses in 
a number of our branch districts to find 
out whether there are any _ businesses 
which could properly use credit to whom 
we have not made our facilities available. 
So far these surveys have not uncovered 
any considerable neglected field for making 
loans.” 

* + * 


New Postal Convenience of 
Interest to Banks 


Public service possibilities for the larger 
banks, particularly, are seen in recent 
announcements describing the ‘‘Mailo- 
mat,” an ingenious new coin-operated auto- 
matic letter box and postage meter mailing 
machine which eliminates the need for 
stamps. Installed in a bank lobby, it 
would serve as a miniature postoffice for 
the convenience of customers. 

he first of these machines has been 
placed in the lobby of the general post- 
office in New York City for an extended 
official test. Later, it is expected that their 
use may be extended to privately operated 
enterprises such as banks, hotels, etc. 

The accompanying photo shows a young 
lady operating the ““Mailomat.” She drops 
the required coins in the slot, twists the 








Operating the new “‘Mailomat’’ 


dial to select proper postage value, inserts 
her letter in an aperture, and it is auto- 
matically prepaid and deposited in a 
United States mailbox, ready for scheduled 
mail collection. The machine charges no 
premium, giving full postage value for 
the amount deposited. Oversize letters 
as large as 12 inches by 6 inches can be 
accommodated. 

The ‘‘Mailomat” is a further develop- 
ment of the postage meter machines now 
in the mailing rooms of banks. It is the 
invention of the Pitney-Bowes Postage 
Meter Co., of Stamford, Conn. 

* « « 


Bankers Association for Con- 
sumer Credit Organized 


The first annual conference of the 
Bankers Association for Consumer Credit, 
a new national trade association for banks 
making personal loans and_ handling 
finance credit, was held June 24 and 25 
at Conneaut Lake Park, Pennsylvania. 
Speakers scheduled to address the con- 
ference sessions included John B. Paddi, 
assistant vice-president, Manufacturers 
Trust Company, New York City; Arthur 
J. Krentz, assistant to assistant adminis- 
trator, Federal Housing Administration; 
K. R. Cravens, vice-president, The Cleve- 
land Trust Co., Cleveland, Ohio; and Otto 
Lorenz, well-known writer on the subject 
of consumer financing. Speakers at the 
forum meetings included: A. J. Guffanti, 
vice-president of the Springfield National 
Bank, Springfield, Mass.; I. I. Sperling, 
assistant vice-president of the Cleveland 
Trust Co.; W. F. Kelly, The Pennsylvania 
Company, Philadelphia, Pa.; Robert W. 
Watson, president of the Morris Plan 
Insurance Society, New York City; and 
John M. Chapman, National Bureau of 
Economic Research, New York City. 

The Bankers Association for Consumer 
Credit was recently formed by _ repre- 
sentatives of banks in New York, Ohio and 
Pennsylvania, for the purpose of serving 
as a clearing house of ideas and methods 
pertaining to this particular type of 
financing. 

An announcement letter outlining the 
reasons for forming the association has 
been sent to all banks in New York, Ohio 
and Pennsylvania, and to institutions in 
the key cities of other states. Citing the 
rapid growth in the number of banks 
extending consumer credit, the letter 
points out: ‘The present situation shows 
the need for a central point to which the 
bank, desiring to investigate personal loan 
practices, the advisability of making auto- 
mobile loans or of financing major appli- 
ances, could send its inquiries to find the 
best and latest forms and methods.” 

Pending the election of officers and direc- 
tors at the conference, the following 
executive committee was appointed to 
serve temporarily: Chairman K. , 
Cravens, vice-president of the Cleveland 
Trust Company, Cleveland, Ohio; Leland 
D. Judd, assistant secretary of the Lincoln 
Alliance Bank & Trust Co., Rochester, 
N. Y.; G. T. Spettigue, Jr,, assistant 
secretary, Colonial Trust Co., Pittsburgh. 
Pa.; J. J. Corcoran, assistant secretary 
Marine Trust Company, Buffalo, N. Y.; 
and W. J. Flynn, president, the Bank of 
Erie, Erie, Pa., conference chairman. 

. + * 


, 


Educational Innovation for Sav- 
ings and Loan Executives 


A graduate summer school for savings 
and loan executives will be held August 7- 
18 at Northwestern University, announces 
A. J. Bromfield, Denver, president of the 
American Savings and Loan Institute. 

The faculty will include Dr. Henry E. 
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Hoagland, Ohio State University professor 
and former member of the Federal Home 
Loan Board; C. W. Grove, president of 
the Second Federal Savings and Loan 
Association in Cleveland, Ohio; Ralph H. 
Richards, president of the Federal Home 
Loan Bank of Pittsburgh; and officials of 
the United States Building and Loan 
League. 

Holding the graduate summer school 
sets a precedent in the savings and loan 
field since educational activities of the 
Institute have hitherto been confined to 
sponsoring night schools in communities 
where the associations operate, and to 
holding an annual convention. This will 
be the first time that a group of savings 
and loan men have sat down in a classroom 
together for nearly two weeks of con- 
centrated study. 

Among the subjects to be studied are: 
Savings and loan management, savings 
and loan law, making loans for new con- 
struction, and economics and _ business 
forecasting. 

° . . 


More Banks Install Automatic 
Time Service 


_ Automatic 24-hours-a-day time service 
is becoming increasingly popular as a 
medium of bank advertising and good will 
promotion. 

As reported in the May, 1936, issue of 
The Burroughs Clearing House, The Mer- 
chants National Bank of Mobile, Alabama, 
was the first financial institution in the 


country to inaugurate such a_ service 
(more than 41% years ago). 

This year, three more banks have 
installed the time reporting “robot” 


known as the Audichron, which upon the 
dialing of a telephone number auto- 
matically gives the correct time and a brief 
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message from the bank. These institutions 
are: The First National Bank in St. 
Louis, the Morris Plan Bank of Washing- 
ton, D. C., and the Montclair Trust 
Company, of Montclair, New Jersey. 

The Audichron is able to answer eight 
calls simultaneously, insuring prompt serv- 
ice. The time is checked and corrected 
each minute. Bank messages, usually of 
an institutional nature, can be changed as 
desired. The service is paid for on a 
royalty basis, at so much per call. 

W. M. Sherrill, advertising manager of 
the First National Bank in St. Louis, 
reports that nearly 4,000,000 calls had 
been answered by the machine before 
it had been installed six months. Thousands 
of people have been in to see the equipment 
at work, as displayed in the bank lobby. 

The Montclair Trust Company, first 
bank outside of a major-sized city to 
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offer automatic time service, reports a 
similar public interest. During the first 
two days the machine was in operation, 
over 3,000 time inquiries were received, 
and in three weeks over 25,000 calls were 
tallied on the automatic counter. 


° . ¢ 


Georgia Banker to Study English, 
Scottish Methods 


John N. Lyle, security analyst of the 
research staff of the Trust Company of 
Georgia, Atlanta, has been awarded a 
traveling fellowship by the Julian Rosen- 
wald Fund of Chicago for the purpose of 
making a study of English and Scottish 
banking methods. 

Mr. Lyle’s study will include an investi- 
gation of English and Scottish savings 
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banks and investment companies, as well 
as trust methods employed in_ these 
countries. 

o + - 


Dr. Stonier Awarded 
Honorary Degree 


As a tribute to his “‘breadth of scholar- 
ship, interest in the economic welfare of 
our nation, and service in helping a great 
profession assume genuine professional 
standards of learning and procedure,” 
Dr. Harold Stonier, executive manager of 
the American Bankers Association, on 
June 12 received an honorary Doctor of 
Laws degree from Miami University, 
Oxford, Ohio. 

Dr. Stonier also made the commence- 
ment address in which he appealed to the 
490 graduates for a scientific approach to 
problems, in contrast to traditional or 
emotional methods of thinking. 


« ¢ 


Dime Savings Bank of Brooklyn 
Attains 80th Year 


The Dime Savings Bank of Brooklyn, 
sixth largest mutual savings institution in 
the United States, on June 1 celebrated 
its 80th anniversary. 

At the end of the first day of its oper- 
ation, 80 years ago, the bank had 91 
depositors with a total amount on deposit 
of $1,892.36. At the present time it has 
over 200,000 depositors with total deposits 
of more than $195,000,000. 

The bank has had nine presidents, the 
present one being Philip A. Benson, who 
was elected January 7, 1932, and who is 
also president of the American Bankers 
Association. 

+ . . 


New Publications of Interest 
to Bankers 


PROCEEDINGS OF THE CONFER- 
ENCES OF THE COMMITTEE ON 
BOND PORTFOLIOS, held under the 
auspices of the New York State Bankers 
Association. $2. 

This is a resume of all the material 
presented before the Bond Portfolio Con- 
ferences held this spring by the New York 
State Bankers Association. The material 
includes a discussion of the relation of 
interest paid on time deposits to the 
investment problem; records and statistics 
of a bond portfolio; how to analyze dif- 
ferent types of bonds and the bond port- 
folio itself. It also includes an analysis ol 
the money market and the bond market. 
This book is especially designed to give 
to the directors and officers of a commercial 
bank a set of principles and a method of 
procedure to be used in dealing with the 
very difficult problem of investing in 
bonds. Published by the New York 
State Bankers Association, 33 Liberty 
Street, New York City. 


TRUST EXAMINATION, by Edwin 
P. Neilan, Federal Reserve Bank of Phila- 
delphia. Published by the Research 
Council, American Bankers Association, 
22 East 40 Street, New York City. 

An examiner’s analysis of the purposes 
and procedures of trust examinations. 
Mr. Neilan outlines the growth of trust 
supervision and some of its general prob- 
lems, describes helpful forms that have 
been devised for the examiner, lists some of 
the specific problems encountered, and 
suggests ways in which banks can con- 
tribute toward more effective trust exam!- 
nations. The book is based on a thesis 
prepared by Mr. Neilan in connection with 
his work at The Graduate School of 
Banking. 84 pages. 
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Savings deposits in banks increased less than 1 per cent for the last fiscal year shown 


Lhe Savings Problem 


Banks face a two-way savings problem. 


interest rates. 


ANKS today are generally aware 
of, and are becoming increasingly 
concerned with, the savings 

problem. 

“It is,” says W. Randolph Burgess, 
vice-chairman of the board of The 
National City Bank of New York, 
“one of the toughest and biggest 
problems of the banking business.” 
It is a two-way problem. On the one 
hand is the developing trend of reducing 
interest rates on deposits to bring 
them into line with decreased earnings. 
On the other is the problem of mer- 
chandising thrift in such a way as to 
attract savings funds and maintain 
Savings volume. 


By 
HARRY V. ODLE 


Editorial Staff, THE BURROUGHS CLEARING HOUSE 


The foremost of these two problems 
is that of interest rates. Even though 
annual surveys by the Bank Manage- 
ment Commission of the American 
Bankers Association show that interest 
rates paid on deposits by banks have 
declined every year since 1933, with a 
2 per cent rate now predominating, 
many students of banking are urging 
further reduction. 


One is what to do about 
The other is how to still attract thrift deposits 


William R. White, superintendent 
of banks in New York State, is among 
those who strongly advocate further 
cutting of interest rates. He has cited 
figures for a group of twenty-five com- 
mercial banks and trust companies in 
his state, showing that at an average 
interest rate of 1.83 per cent these 
institutions are paying out more than 
32 per cent of their gross operating 
income in interest. Since the net 
operating income for this group was 
less than 1 per cent of total assets, 
Mr. White pointed out that after 
provisions were made for charge-offs 
and reserves, some of the banks were 
operating as non-profit organizations. 
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“They are striving to give the depositor cent to 1 per cent. Many banks are However, there is considerable dif- o 
more than he has a right to expect,” taking advantage of the opportunity ference of opinion among bankers 
Mr. White maintains. “They pay afforded by the rate reductions to generally as to the effect of interest 
him a rate equivalent to that which explain fully and frankly to depositors rate reductions on savings deposit 
he might obtain on a ten-year govern- and to the public the economic factors volume. While expressing the belief 
ment obligation and in addition repre- which make such action necessary, in’ that rates were still too high, 36 per 
sent to him that his funds are available the interest of safety and sound cent of the clearing house associations 
upon demand or upon short notice.” banking. reporting to the A. B. A. bank manage- 

Superintendent White has also made State banks, trust companies and ment commission in 1937 declared that 
an interesting comparison of fifty savings institutions in New Jersey they were reluctant to reduce rates 
commercial banks in New York State have been ordered as of July 1 to pay further primarily because of com- 
with twenty-eight savings banks lo- no more than 1 per cent interest per petition. 
cated in communities of equivalent size annum on time or savings deposits. Although banks still hold a pre- 
and with a similar deposit range. “On This order, issued by State Banking dominant share of the total savings 
the basis of the present composition Commissioner Louis A. Reilly, was funds in the United States, there has 
of assets,” Mr. White asserts, “the based on a recommendation of the’ been a virtual halt in the growth of 
commercial group is clearly not in a State banking advisory board. Interest these deposits. For the year ending 
position to compete with the savings rates previously ranged from 1% per June 30, 1938, savings and time 
banks in the payment of interest to cent to 2 per cent. The New Jersey deposits in the nation’s commercial 
depositors. A rate differential of at Savings Bank Association has protested banks, savings banks and trust com- 
least one-half of 1 per cent seems _ the ruling, asking exemption. panies registered a gain of $133 million 
justified. In view of present money Speaking on the problem of interest or less than 1 per cent, an increase 
rates, the scarcity of available loans, rates as it pertains to country banks, which does not cover the amount of 
and real estate conditions generally, John R. Evans, executive vice-presi- interest credited to the individual 
it seems advisable that this differential dent and cashier, First National Bank accounts. The number of savings de- 
be accomplished by a further reduction of Poughkeepsie, N. Y., asserts: “If positors increased by 322,736 during the 
of rates by commercial banks which are we do not find the answer to our year, which is also less than 1 per cent. 
still paying in excess of 114 per cent.’”’ question of how to increase our income, 

Reduction of the interest rate on and if we are to continue to experience WITH savings growth thus almost I 
savings deposits is also recommended a period of easy money, it may well at a standstill, some bankers ques- - 
by John J. Driscoll, of Driscoll, Millet be that we will have to reduce further _ tion the advisability of diminishing the 
& Co., bank management analysts the rate of interest paid on time incentive to save through further 
“Our figures show that banks should deposits (now 1% per cent). With reducing the rate of return on thrift 
have gone to 14% per cent by January’ regard to this rate, I can only state accounts. W. Randolph Burgess asks oO 
1, 1937, and they are beginning to’ that our own experience leads us to if cutting the rate is “in reality an re 
‘show that it is only a short time before the conclusion that our depositors escape from our problem, or does it 
they should go to 1 per cent,” he regard their time deposits as prime mean a gradual drying up of this B 
recently declared. investments, being concerned first with business? There seems to be,” he D 

Indeed, this latter reduction is safety of principal and availability, declares, ‘“‘a real possibility that com- sé 
already in effect in a number of banks. and to much less degree with the rate mercial banks and possibly even sav- h 
and the trend isin that direction. This of interest received. We are led to ings banks... are following a trend “ 
is seen, for example, in the action of believe, therefore, that the item of which might gradually put them out b 
banks in Cleveland, Toledo, and Sub- ‘interest paid’ should be considered as__ of business as mechanisms for handling h 
urban Chicago, which on July l cut the a flexible, rather than a fixed, cost the people’s savings. We have not D 
interest rate on savings from 1% per of operation.” yet gone far along this road, but we d 
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Per cent of clearing houses paying designated rates 


DECLINE IN INTEREST RATES ON SAVINGS DEPOSITS 


Based on statistics compiled by the Bank Management Commission of the American 
Bankers Association, from reports of clearing houses on rates under their regulation 
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One of the foremost factors in the savings problem is that of interest rates, which still show a downward trend 


ought to ask ourselves where the 
road leads.” 


yielding bonds and 
did not work very well. 


mortgages. 
So now, in 


It 


Among the suggested alternatives 


This is not a new dilemma, Mr. 
Burgess adds, pointing out that the 
problem of how to employ money 
safely so as to pay interest on deposits 
has been with us since the early days. 
“Before the great depression the 
banking system as a whole seized one 
horn of the dilemma,” he cited. “To 
pay high interest rates and attract 


spite of the inducements of broadened 
discount facilities at the Reserve 
banks, we have seized the other horn 
of the dilemma and are paying low 
rates and keeping liquid. That pro- 
cedure also has its defects, and the 
constant temptation is to revert to 
the other alternative of lending longer 


advanced by Mr. Burgess is the adop- 
tion of a plan of fixed term deposits 
which would justify longer term em- 
ployment and less liquidity of savings 
funds, and presumably permit a higher 
return to depositors. Another possi- 
bility cited was the utilization of uni- 
form trust funds for the employment 
of savings. A third suggestion was seg- 





deposits, many banks bought high 


and longer. 
some other way out?” 


Do we not need to find 


regation of time deposits and the assets 


See THE SAVINGS PROBLEM—Page 26 


ft programs by which specific sums of money are purchased on the easy payment plan 
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\ , JE are frequently told that we 
have an extraordinarily com- 
plete set of information in 
charted form. So, perhaps we do go 
in for charting to an extent that is 
not common with country banks. 

This charting is for a purpose. It 
distinctly is not because we are 
enamored of making charts or of 
accumulating useless facts in graphic 
form. Our charts are all designed for 
specific usefulness in the management 
of the institution, and we do not add 
another to the set until and unless we 
discover a need. 

What we get from each chart is an 
easily comprehended picture of a 
salient fact or group of facts about 
the progress of the bank. Most of 
our charts might be explained as a 
pictorial check-up on whether we are 
actually succeeding in doing what we 
are trying to do. Some few are used 
to give us, in rather more dramatic 
form than if it were left in a page of 
tabulated figures, changes and trends 
that affect our operations. Thus we 


“The Big Chart’’ which shows the relation of deposit trends to loans and investments. Graph lines are drawn in ope fo 
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Carts that Show 
U/p Bank | RENDs 


By 
FRANK N. GANS 


Cashier, The Weston National Bank, 
Weston, West Virginia 


The writer has developed a series of interesting 


charts which give new clarity and meaning to the 


statistical records of his country bank. This is 


the first of two articles describing these charts 


and telling how they assist the bank’s management 


are less likely to overlook them. 

A good take-off point may be an 
attempt to answer the question we are 
often asked: Why have charts, any- 
how? Our standard method of han- 
dling this question is to ask another 
question: If you read a book describ- 
ing, say, what a frontier town looked 


like and what its life was, and then see 
a moving picture covering the same 
story and the same town, which one 
do you grasp most easily and clearly? 
Which one do you remember longest? 

It may be that there are some few 
individuals so blessed with an arith- 
metical imagination that they can 
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Chart 1a, compiled by call dates, depicts deposit trends 
and facilitates comparisons with other banks 


take typewritten figures out of a table 
and get a sharp impression of what 
these signify and the direction and 
rate of the trend. Frankly, I am not 


opt fo easier identification 
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so blessed. Neither are most of the 
bank’s directors. All of the men 
responsible for the management of 
our institution are able to comprehend 
the problems and the progress of the 
bank much better when these are set 
up in lines and bars than when they 
are set up in deadly columns of figures. 
So, rather than attempt to do it the 
hard way, we translate the figures into 
lines and bars on graph paper, and 
thus follow the way that gets results. 
My first fling at charting came more 
than twenty years ago. At that time 
I desired a picture that would tell at 
a glance just how deposits were trend- 
ing in the bank where I then worked. 
So I made a simple one-line chart of 
our deposits, going back a few years, 
and maintained this chart during the 
remainder of my connection there. 
When I came here a few years ago 
to manage a reorganized bank, it was 
as a stranger with a board of directors 
made up of strangers. Because it was 
obvious that the success of our oper- 
ation depended upon directors and 
management understanding the same 
facts and talking the same language, 
I decided to amplify my old-time chart 
idea and get onto co-ordinate charting 
paper the major facts that we must 
base our decisions upon. So we 
started out with a few simple charts, 
and ever since we have been adding a 


DEPOSIT TRENDS 
As_ shown by reports to the Comptroller of the Currency MONTHLY FLUCTUATION OF DEMAND DEPOSITS 
THE WESTON NATIONAL BANK 





Chart 1b, tabulated monthly, shows fluctuations in demand 
deposits and helps to set investment limits 


new chart every once in a while as 
we saw where it would be helpful. 

We are now covering regularly by 
charts seven major measurements of 
the bank’s progress and problems. 
Some of these are covered by more 
than one chart if there are supple- 
mentary facts that we think we should 
follow in this easy fashion. Before 
embarking on a desciption of what 
they are and how we profit by using 
them, let’s merely list these principal 
graphic statistical records of The 
Weston National Bank: 

1. Deposit Trends, Monthly Aver- 
ages. 
la. As of Call Dates. 
1b. Monthly Fluctuation of De- 

mand Deposits. 
Investment Trends. 
Annual Yield on Bonds. 
Earnings from Operations. 
4a. Earnings Compared with Ex- 
penses. 
5. Distribution of Gross Income. 

6. Semi-annual Payments of Salary, 
Interest, and Other Expense. 

7. Comparison of Interest Paid and 
Received. 

What we refer to as our chart of 
deposit trends, monthly averages, or 
more familiarly as “The Big Chart,” 
actually carries a good deal more than 
the monthly averages of deposits. It 
started out as a chart of deposits by 
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months, and originally was compiled 
with the highest day’s deposit total in 
each month; it still carries the earlier 
years on this basis because, due to 
major changes in the local banking 
situation it has never been worth the 
effort of going back and re-plotting it. 

But as we have decided it would 
help us to know some other trend in 
relation to total deposit trend, we 
have kept adding lines until now it 
carries five: Total deposits; demand 
deposits; time deposits; bonds; loans. 
In each instance we went back to the 
beginning of the chart with each of 
these lines so that we would have the 
overall picture. 

Disregarding the preliminary period 
during which ours was the only open 
bank in town, we see from the chart 
that our total deposits have pretty well 
stabilized. They have not reached 
$1,400,000 since 1935, have at five 
different periods dipped barely below 
$1,200,000 Total deposits and demand 
deposits build up to peaks conforming 
with the seasons at which our farmers 
market their live stock. We therefore 
know pretty definitely what volume 
of business we can count on as a 
foundation for planning. And, just 
as a cowboy movie leaves an impres- 
sion that is harder to eradicate than 
the same story absorbed from the 
_ pages of a novel, the memory of this 
comparatively flat line across the 
surface of our cross-lined chart paper 
serves as a more effective brake on 
any over-ambitious dreaming than 
would the same facts in a tabulation. 

In the same vein, we have seen the 
time deposits creeping slowly but 
steadily up toward the demand deposit 
total. This is particularly graphic on 
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the chart (page 11) listed as No. la, 
which is made up from call-date figures. 
On this chart we have deducted public 
funds and postal savings from demand 
deposits. The result is a demand line 
drifting downward at a very gradual 
angle, a time line drifting upward at 
approximately the same angle. <A 
little more than a year ago these lines 
crossed. But we saw it coming on 
the chart a long while before it 
happened, and laid our plans accord- 
ingly. A number of our major policies 
have been revised as a result of this 
trend. Some of the changes were 
made in anticipation of the increase 
in time deposit proportions, others 
were made after, still others still re- 
main to be made. But we certainly 
were not caught unaware of what was 
happening. Frankly, I doubt that we 
should have awakened to this situation 
within six months of the time we 
recognized it, had we been dependent 
upon the gentle whispering of tabular 
statistics instead of having the ener- 
getic nudge in the ribs that a graph 
line gives when it reverses its old-time 
direction. 


"THE real reason why we started this 
graph showing call-date figures was 
so that we might have a basis for 


comparison with national banking 
figures, and with other individual 
institutions. The only date for which 


such figures are available to us are as 
of a comptroller’s call. We like to 
check our own progress against the 
national picture, and likewise against 
individual institutions operating in 


our own or comparable communities. 
So the chart that we call No. la is 
more for purposes of outside com- 








Mr. Gens drawing up duplicate chart on the mimeoscope for the bank’s president 


parison than of internal guidance, 
despite the fact it told us about our 
savings trend against our commercial 
trend. 

Our chart No. 1b (shown on page 11) 
is particularly useful as a guide in 
investing. After all, investments must 
be based, in a bank the size of ours, 
rather on minimum deposits in a given 
month than on maximums. The tiny 
vertical bars show us our highs and 
our lows in each month. Admittedly, 
we could get the same information 
from a table of statistics, as we could 
get any of the information that we 
chart. But we get it from a chart so 
much more quickly and easily. And, 
human nature being what it is, we 
are a lot more likely to keep alert to 
the facts when we have it in form that 
requires a quick look instead of con- 
centrated study. Also, we keep this 
chart as a safeguard against any 
actions of our own which might be 
responsible for a loss of deposits. 
When the chart is brought up to date 
at the end of the month, a single 
glance back across the same months 
discloses whether the differential be- 
tween high and low for the month is 
about the same as for the same month 
in previous years. If it is a wider 
spread than usual, we begin looking for 
the cause. Thus far, every abnormal 
spread has been due to variations in 
public funds. But if ever we find that 
the cause is in some slip-up of service 
that has affected our relationship with 
some good customers, the chart will 
have returned a thousand times its 
cost by permitting us to remedy the 
fault before it is too late. 

This chart No. 1b is a later develop- 
ment which came because we saw we 
could better keep track of our bank’s 
progress and manage it in the right 
direction than would be_ probable 
without the chart. We keep changing, 
generally in the direction of adding 
more information to any of our charts 
as we see the advantage to us. It 
was for this reason that we put invest- 
ments on Chart No. 1 to see how 
closely we were holding them to our 
deposit line. It takes a little time 
whenever we add a new fact to a chart, 
because we have to go back to the 
records and set up the line for the 
period from the beginning of the 
chart up to date. Thereafter, it 
takes only an extra minute or two 
per month to maintain it. 

Before going on to explanation of 
the rest of the charts that we use, it 
may be advisable to tell something 
of the mechanics by which we produce 
and maintain these helps to manage- 
ment. In a big-city bank it would no 
doubt be considered a shameful con- 
fession that a managing officer devotes 
any of his time to such detail work as 
drawing up charts. Perhaps it would 

See CHARTS THAT SHOW TRENDS—Page 36 
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Banking as Viewed 
trom \WasHiINGTON 
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By HENRY D. RALPH, Washington Correspondent 


The Economics of Savings 
and Credit 


Discussion of the problem of want 
in the midst of plenty, which has 
intrigued economists and politicians 
alike, has moved into the field of 
finance, and government officials are 
now giving much thought to present 
vast credit facilities existing co-exten- 
sively with reported demands for 
capital. 

The subject was debated during 
hearings on savings and investment 
before the Temporary National Eco- 
nomic Committee and has been a 
prominent feature of hearings of the 
Senate Committee on Banking and 
Currency on a group of bills to provide 
new machinery for supplying working 
capital and intermediate credit to 
small business enterprises. Proposals 
before the committee range from 
expanding loan facilities of the Recon- 
struction Finance Corporation and 
Federal Reserve banks, through govern- 
ment guarantee of commercial bank 
loans for business credit, to the estab- 
lishment of a new system of inter- 
mediate business credit banks. 

The TNEC hearings were largely 
in the realm of economic theory. 
Business executives explained that 
during recent years their corporations 
have had little need to sell securities 
to the public, having taken care of 
expansion needs from their own savings 
and depreciation accounts. Among 
these were Edward Stettinius, chair- 
man of the board of the United States 
Steel Corporation; Alfred P. Sloan, Jr., 
chairman of the board of General 
Motors Corporation; and Owen D. 
Young, chairman of the board of 
General Electric Corporation. 

From the experience of these and 
other companies, many administration 
economists have drawn the conclusion 
that under modern conditions business 
leeds upon itself and has comparatively 
little need for outside capital, and 
that therefore there is no outlet for the 


LAUCHLIN CURRIE 
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. . . They pointed toward greater Government participation in credit and finance 


savings of individuals and bank de- 
posits except in government bonds. 
The next step in this line of reasoning 
is to argue that the function of the 
government, therefore, is to borrow 
the savings of the public and spend or 
loan the money for promoting business 
activity, either through financing pub- 
lic works or by making credit available 
for private enterprises which promise 
to create employment but’ which 
involve a risk that most investors do 
not care to underwrite. 

Such prominent administration 
economists as Lauchlin Currie, assist- 
ant director of research and statistics 
of the Federal Reserve Board, and 
Adolph A. Berle, Jr., Assistant Secre- 
tary of State, presented the TNEC 
with studies which pointed toward 
the direction of greater government 


participation in credit and finance. 
Dr. Currie, for instance, presented a 
series of charts indicating that savings 
in the United States apparently are 
accumulating faster than outlets for 
them in the construction of new houses, 
factories, and other capital goods, from 
which the conclusion might be drawn 
that even a marked business recovery 
would not absorb all current accumu- 
lations of capital in useful enterprises. 

Dr. Berle’s observations pointed in 
the direction of the creation of a 
permanent government system of fi- 
nancing public works and self-liqui- 
dating public projects such as hospitals 
and bridges at very low rates of 
interest in order to create an outlet 
for savings and at the same time 
maintain a high level of employment 
and business activity. He suggested, 
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however, that this need not interfere 
with commercial banking practices, 
although it would entail great changes 
in the investment banking system. 
Both the TNEC studies and the 
hearings on the bills to increase small 
business credit developed a _ rather 
confusing maze of economic facts and 
theories, and it is clear that adminis- 
tration officials are by no means 
agreed on a course of action. The 
opinion of various government agencies 
is very much divided on the Mead, 
Pepper, and other pending bills for 
business credit, and while it is possible 
that some legislation may be enacted, 
there is no indication as yet as to 
what form it may take or what may 
be done about the larger question of 
the accumulation of savings in banks 
and elsewhere which apparently can 
find no suitable outlets in industrial 


expansion. 
7 . « 


Home Loan Bank Act 
Amendment 


The omnibus bill pending in Con- 
gress to revise the laws administered 
by the Federal Home Loan Bank 
Board is under severe attack by com- 
mercial and savings banks. 

Though approval of some of the 
‘provisions is expected, the Senate has 
not yet begun consideration of the 
measure and adjournment of Congress 
may carry the bill over to the next 
session. The bill, which was outlined 
in some detail in the May issue of The 
Burroughs Clearing House, is sponsored 
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by the FHLBB. In general the 
criticism of banking interests is that 
Federal savings and loan associations 
are getting away from the old building 
and loan idea. Several witnesses at 
the extensive hearings held on the bill 
by the House Committee on Banking 
and Currency declared that the general 
public is coming to consider savings and 
loan associations as banks of deposit. 

If strong opposition to the Home 
Loan Bank bill develops in Congress it 
is probable that the entire subject 
may be made a part of a special 
Congressional study of all banking 
and monetary laws such as has been 
urged on Congress by the Federal 
Reserve Board and other government 


officials. 
* co a 


Cash Financing Expected 
in September 


A cash offer of new government 
securities is expected to be made by 
the Treasury in September and at 
the same time there will probably be 
an offer to refund $526,000,000 of 
13g per cent notes which mature 
on December 15. The June quarterly 
financing involved no new cash offers 
and was confined to the refunding of 
$426,000,000 of 134 per cent notes 
maturing September 15. The refund- 
ing issue consisted of five-year notes 
maturing on June 15, 1944, and 
carrying an interest rate of three- 
quarters of 1 per cent, which is the 
lowest rate ever fixed for a long-term 
obligation of the Treasury. 


The Treasury has done no cash 
financing since last December, and in 
spite of a continued heavy deficit its 
working balance has been maintained 
at a high level largely because of un- 
precedentedly large sales of United 
States savings bonds and the sale of 
guaranteed securities by the Recon- 
struction Finance Corporation and 
other government agencies and the 
use of the proceeds to repay Treasury 
advances to them. 

+ > + 


The National Housing Act 
as Amended 


Continuation of the Federal Hous- 
ing Administration’s guarantee of bank 
loans for property modernization, and 
a number of changes in the insured 
mortgage system are provided in 
amendments to the national housing 
act approved by President Roosevelt 
on June 3. 

Title I of the act, which was to 
have expired July 1, 1939, has been 
continued for another two years with 
the important addition of an insurance 
charge to be paid by banks in return 
for the government guarantee. The 
new law directs the administrator of 
the FHA to fix the premium at not 
in excess of three-quarters of 1 per cent 
per year of the net proceeds of loans 
insured after July 1, 1939. The govern- 
ment guarantee will continue to be 
90 per cent of all modernization loans 
made by a bank, and the procedure 
for making these loans will remain 
substantially as in the past. The new 


. Immediately the FHA began preparation of material to create interest in property improvement loans 
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law fixes the maximum amount of 
any loan at $2,500, and the maximum 
maturity at three years and thirty- 
two days. 

Immediately on signature of the 
new law, the FHA began the prepara- 
tion of material to be used by banks, 
contractors, building supply dealers 
and others in creating public interest 
in property improvement loans. Since 
the premium charge is calculated to 
put Title I loans on a self-supporting 
basis instead of on a subsidy basis, 
the FHA is expected to conduct an 
even more intensive promotional cam- 
paign than it has in the past. 

In Title II of the act, dealing with 
the mutual mortgage insurance sys- 
tem, the authority of the adminis- 
trator to insure mortgages on existing 
construction is extended from July 1, 
1939, to July 1, 1941, but a new 
requirement is made that an applica- 
tion for an insured mortgage to re- 
finance in whole or in part a then 
existing mortgage must be accom- 
panied by a certificate by the mort- 
gagor that he has applied to the holder 
of the existing mortgage for refi- 
nancing, and that after reasonable 
opportunity, the holder failed or 
refused to make a loan of like amount 
or on as favorable terms as those of 
the loan offered for insurance after 
taking into account amortization pro- 
visions, commission, interest rate, 
mortgage insurance premium, and 
cost to the mortgagor for legal serv- 
ices, appraisal fees, title expenses, 
and similar charges. These provisions 
are a compromise between desire of 
the FHA for complete removal of 
restrictions on insurance of mortgages 
on existing houses, and the demand of 
building and loan associations to 
prevent the FHA from _ inducing 
commercial banks to issue insured 
mortgages on existing houses for re- 
financing. 

The amended law permits an in- 
crease in the aggregate of outstanding 
insured mortgages under Title II 
from the present maximum of $3,000,- 
000,000 to a maximum of $4,000,000,- 
000 subject to the approval of the 
President. However, a limitation is 
added that the aggregate amount of 
all mortgages hereafter insured on 
existing construction, completed more 
than one year prior to the application 
shall not exceed 25 per cent of the 
total amount of mortgages insured in 
the future. 

Several changes are made in the 
sections added to the law two years 
ago to provide special treatment for 
mortgages on small homes, those 
costing less than $6,000. The time 
limitation of July 1, 1939 has been 
removed so that the administrator may 
continue to insure mortgages having a 
maturity up to twenty-five years on 
small houses, but on July 1, 1939 the 
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special insurance premium of one- 
quarter of 1 per cent was permitted 
to expire and the standard insurance 
premium of one-half of 1 per cent 
became effective. 

Under other amendments to the 
law the provision of section 204 with 
regard to the calculation of debentures, 
issued in case of foreclosure, is amended 
to permit the inclusion of amounts 
paid by the mortgagee for ground rents, 
not heretofore included, and to clarify 
the conditions under which special 
assessments, paid by the mortgagee, 
may be included. The authority of 
the administrator to include a portion 
of the foreclosure costs in certain 
cases is extended from July 1, 1939, to 
July 1, 1941. 

For purpose of removing all doubt 
as to the validity of contracts of 
insurance the following subsection 
has been added to Section 203: 

*“Any contract of insurance hereto- 
fore or hereafter executed by the 
administrator under this title shall be 
conclusive evidence of the eligibility 
of the mortgage for insurance, and 
the validity of any contract of insur- 
ance so executed shall be incontestable 
in the hands of an approved mortgagee 
from the date of the execution of such 
contract, except for fraud or mis- 
representation on the part of such 
approved mortgagee.” 


4 Sf S 


Farm Credit Under Depart- 
ment of Agriculture 


No change took place in the struc- 
ture or operation of the Farm Credit 
Administration when that agency was 
formally transferred to the Depart- 


ment of Agriculture July 1 in accord- 
ance with the President’s reorganiza- 
tion order as approved by Congress. 

In a statement issued by Secretary 
Henry A. Wallace, with the concur- 
rence of the President, it was explained 
that the Governor of the FCA would 
continue to exercise his former au- 
thority over that organization except 
that he will report to the Secretary 
instead of to the President. The 
Commodity Credit Corporation and 
the Rural Electrification Adminis- 
tration, also transferred to the Depart- 
ment of Agriculture by reorganization, 
will become operating parts of the 
Department and the work will be 
integrated with that of the depart- 
ment’s other agencies. The Secretary’s 
statement declared: 

“The Farm Credit Administration, 
including the Federal Farm Mortgage 
Corporation, will not become an 
integral part of the Department of 
Agriculture. Responsibility for carry- 
ing out the many Federal statutes 
which form the basis for several types 
of farm credit, for formation and 
execution of operating policies, for 
control of fiscal, personnel, legal, 
informational, and related affairs will 
remain with the Governor of the Farm 
Credit Administration. It is througi 
such controls and procedures that the 
head of an agency discharges his 
public responsibility. Therefore, to 
this extent the Farm Credit Adminis- 
tration will be an autonomous Federal 
agency as heretofore. 

‘“‘However, one clear purpose of 
the President’s reorganization plan is 
to reduce the number of officials re- 
porting directly to the President. 

See WASHINGTON VIEWPOINT—Page 31 
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PusLic RELATIONS 


* 
CCORDING to. surveys con- 
ducted by the American Bankers 


Association and others, from 
40 per cent to half of the American 
people blame the banks for the 
country’s present economic ills. 

This grossly unfair judgment is, of 
course, fathered in misunderstanding, 
for most people know little about 
banks and still less about banking’s 
problems. In fact, most of them don’t 
know their bankers as_ individuals. 
The grocer, the dry goods merchant 
and the drug store proprietor on the 
corner are “‘just folks” like everyone 
else and hence understood, but bankers 
are somehow different and hence 
subject to suspect. 

Therefore, it is recognized that it is 
one of banking’s important jobs to 
clear up misconceptions about banks, 
and to show that bankers are “real 
folks’”” themselves. In Oregon and 
Washington the state associations are 
moving toward this goal by stimu- 
lating programs for public education. 
These really ought to be called banker- 
public get acquainted programs, be- 
cause, while their purpose is to tell 


the Northwest 


By 
JOHN FARNHAM 


Through continuous activity in the schools, on the 


farms, among business men, plus close contact with 


the press, the banks of Washington and Oregon have 


been conducting an outstanding campaign for better 


public understanding of bankers and their problems 


the public about banks and bank 
problems, they go a great deal farther 
than that. 

As an example of this, the Seattle 
banks played hosts last winter to the 
Northwest Industries Study Group of 
the Seattle Association of Classroom 
Teachers. These 250 teachers were 
divided into smaller groups and taken 
on a tour of Seattle banking offices in 
the afternoon to show them the 


mechanical side of banking. After 
this there was a dinner at one of the 
hotels. Then the fun began. 

J. W. Spangler, vice-president of 
the Seattle-First National and a born 
toastmaster, took the floor —or rather 
took the microphone for the meeting 
was being broadcast —and conducted 
a forum. The teachers asked questions 
about banking and Mr. Spangler 
assigned the task of answering them 





Northwest banks are noted for their extensive agricultural programs, as exemplified by this group of young contestants 
in a corn growing contest sponsored by the Bank of Albany in Oregon 
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Activities of bankers in Washington and Oregon have been accorded an extraordinary amount of newspaper space 


to the senior officers present. By 
joining in the program, both the 
bankers and the teachers got to know 
each other, and since the evening was 
kept on a thoroughly informal plane, 
everyone had a good time. Under- 
standing cannot help but spring from 
such contacts. 

This Seattle meeting was perhaps 
the most ambitious single school 
project undertaken by the banks in 


E. B. MacNaughton, President, The First 
National Bank of Portland, giving address 


Washington during the past year or so, 
but it is by no means the only one. 
Discussing the public education work 
of association members, Roy C. Moen, 
assistant cashier of the First National 
Bank of Mount Vernon, Washington, 
explains that a keynote of the program 
has been activity in the high schools 
and junior colleges. The first step, he 
points out, is to make arrangements 
with the school authorities for regular 
speaking dates in the schools by local 
bankers. Following these talks, stu- 
dent groups are invited to visit the 
banks at closing time to watch the 
wheels go round. 

Probably the most valuable result 
of the program, which has reached or 
will reach nine out of ten of the 
youngsters of high school age in both 


Washington and Oregon, is that it has 


done something to banish the feeling 
of awe with which so many people 
enter a bank. Awe is akin to fear, 
and fear to dislike. Ridding the child 
of awe is likely to rid the adult of 
fear and dislike. 

Offhand, the toughest part of this 
banker-school program would seem to 
be getting together the material for the 
school talks. But this is really no 
problem at all, for the material is 
already waiting to be used. Hans C. 
Pfund, secretary of the Oregon Associ- 
ation, has built up a file of over fifty 
talks or outlines for talks drawn from 
the American Bankers Association and 
other sources. 

Beyond this activity among the 
schools, both the Oregon and Washing- 


ton Associations are stimulating a 
great deal of work among the farmers. 
Both states are essentially diversified 
farm territories and both associations 
have long had extensive agricultural 
programs. These now dovetail into 
the public relations programs. Indeed, 
it is hard to say where one stops and 
the other starts; to determine, for 
instance, whether a banker is working 
in behalf of agriculture or public 
relations when he talks to a grange. 
However, that is as it should be. The 
job of educating the public in the 
problems of the banks is essentially 
one of convincing the other fellow that 
the banks are interested in HIS 
problem. That means, among farmers, 
that banks are interested in farming. 


S°: in a measure, the public relations 

work of the two Northwest Associ- 
ations and their agricultural programs 
are one and the same. Each has 
tended to stimulate and broaden the 
other. In both Oregon and Washing- 
ton it has become pretty much the 
accepted thing that at least one 
banker will be present at every 
farmers’ meeting, and at the larger 
meetings it usually turns out that a 
banker is included among the speakers. 
The associations class this as agricul- 
tural committee work. It is also 
public relations work of the best kind. 

So too are some of the other things 
the agricultural committees have stimu- 
lated. Banks have helped to organize 
co-operative growers associations for 

See PUBLIC RELATIONS—Page 28 
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Think Asour FHA 


and the housewife has moved 

in, what does she think of the 
FHA plan, the service of the lending 
agency, and the type of loan selected? 
Is she in a mood to recommend the 
plan to her friends? If she had it to 
do over again, what changes would she 
make?” 

Over more than a year of active 
FHA lending we sought answers to 
questions such as the above. We 
treasured scraps of correspondence and 
chance remarks dropped over a bridge 
table. Sold on the FHA plan our- 
selves, we wanted others to like it. 
At last our curiosity got the better of 
us, and we asked Lord & Thomas to 
put their research people on the job 
and give us a report. They went out 
into the field and interviewed new 
home owners in all the important areas 
near the city for us, gathering first- 
hand impressions. 

Number one fact unearthed was the 
willingness of 98 per cent of the owners 
of FHA-financed homes to recommend 
the plan to others, if asked to do so. 
Two per cent would not. Forty-eight 
per cent of those interviewed felt that 


“AX ane the home has been built 
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VW hat Home Owners 


By 


J. E. HATCH 


Vice-president, Security-First National Bank of 
Los Angeles, Los Angeles, California 


To determine how home owners like financing through 


FHA, the writer’s bank had trained research experts 


interview Los Angeles housewives. Many interesting 


suggestions for improving procedures were obtained, 


and desired qualities in a lending agency disclosed 


the FHA service was entirely satis- 
factory in every way and had no 
suggestions for improvement. Twelve 
per cent thought that the procedure 
should be speeded up. Eleven per 
cent would have been happier had all 
of the details of the plan been more 
carefully explained in advance. Nine 
per cent wished that the work of the 
contractor had been followed more 
closely. Six per cent suggested that 














it would be a good idea to include the 
fee for title charges, escrow, etc., in 
the monthly payments. The balance 
of the suggestions were divided be- 
tween a desire for more rapid inspec- 
tions, lower down payments, lower 
loan costs and collectors for the 
monthly payments to do away with 
waiting for receipts by mail. 

On the whole, we felt that the pic- 
ture disclosed was a satisfactory one. 











98 per cent of the home owners interviewed stated they would recommend the FHA plan to their friends 
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Courtesy, helpful suggestions and avoidance of a superior attitude were among qualities desired in a lending agency 


No human mechanism is perfect, and 
to find so large a percentage of people 
fully satisfied was encouraging. No 
attempt was made in the survey to 
encourage a favorable answer. On 
the contrary, criticism was invited 
and welcomed. 

Interesting items came to light when 
housewives were asked about their 
home building experiences generally. 
Forty-nine per cent said that if they 
had it to do over again they would 
make no changes. Twenty-two per 
cent thought they would take a little 
more time in planning and 7 per cent 
would watch construction more closely. 
Other replies were varied. Some house- 
wives would make a larger down 
payment in order to reduce monthly 
charges, and an almost equal number 
would do exactly the opposite, seeking 
a smaller down payment. Some, just 
3 per cent, were dissatisfied with con- 
tractors. Some would try to get a 
lower interest rate. 

Running all through the survey like 
a thread was the satisfaction home 
owners were finding in the ownership 
of homes. Owners stressed the feeling 
of security, personal satisfaction, and 
pride of ownership that had come to 
them as a result of their home building 
experience. The pleasure in a garden, 
in a home of modern design, with room 
for the children to play, and the 
Opportunity to make improvements 
from time to time without consulting 
a landlord, were mentioned frequently. 
The rent check came in for its share of 


criticism. Seventeen per cent of those 
interviewed said they preferred to 
have something to show for the rent 
money, were tired of moving, and 
found owning to be cheaper, or as 
cheap, as renting. Many thought a 
home a very good investment. The 
“feeling of security” factor ranked first. 


OF special interest to lending agencies 

were the answers to the question, 
“Why did you choose a _ particular 
lending institution from which to 
secure your loan?” Words such as 
“more courteous,” “‘more accommo- 
dating,” ‘“‘answered our questions,” 
“made helpful suggestions,” and 


“helped arrange loan” appeared fre- 
quently among the replies. Among 
borrowers who had contacted one 
institution first and later changed to 
another, 30 per cent moved because 
the first bank did not appear to be 
fully informed about the FHA, was 
too “high hat,” or would not take the 
time to work out borrowers’ individual 
problems. 

Our survey also covered a group of 
renters. Our purpose was to discover 
the extent to which they looked 
favorably upon the idea of owning, 
and their knowledge of the FHA plan. 
We learned at once that the idea of 
home ownership does not need to be 








advance 


supervised 


payments 


Other suggestions: 








| Found FHA service entirely satisfactory 


| Summary of FHA Survey Results | 
| | 


Believe procedure could be speeded up 


Would like more careful explanation of details of the plan in 
Believe the work of the contractor should be more closely 


Favor including fee for title charges, escrow, etc., in the monthly | 
| 


More rapid inspections, lower down payments, 
lower loan costs, collectors for monthly payments. 


48% 
12% | 


11% | 


9% 
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sold. Most people already want to 
own their homes. They are prevented 
from doing so by the financial hurdles. 
Few rent from choice. 

General public knowledge of the 
FHA plan was quite surprising. 
Eighty-nine per cent of those inter- 
viewed said they knew what the 
FHA plan was, and when questioned 
later 87 per cent correctly identified it. 
The renters know that under modern 
financing plans they can own as 
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cheaply as rent if they can raise the 
down payment. Thirty-five per cent 
said they had learned about the FHA 
plan from the newspapers. Twenty- 
two per cent gave a bank as their 
source of information. 

During the past few decades the 
average American home has repre- 
sented a reward for a lifetime of 
saving. A few straws in the wind 
disclosed by our survey indicated that 
a change in this program has taken 


Sd Sf] 7 


place since the advent of the FHA. 
When we asked owners how long they 
had been saving for a home, 44 per 
cent said less than five years, and 
32 per cent had saved less than two 
years. Best prospects for new homes 
proved to be not renters but those 
already living in homes. Only 28 per 
cent of new home owners moved in 
from apartments. The balance were 
either renting houses, or living in 
homes of their own. 


RENTING SAFE DEPOSIT BOXES 





Wherein the writer takes issue with the sampling plan presented 
in these pages and suggests following more conservative methods 


HAVE read with much interest the 
| article in your May number on 

“A Sampling Plan to Boost Box 
Rentals,” by Gordon D. Cates, but 
would like to take issue with some of 
the statements. 

The writer of the article presents 
the picture of fourteen million home 
owners each of whom needs box 
protection for deeds and insurance 
policies, and states also that there are 
but eleven million boxes in the country. 
The low percentage of rentals is 
blamed on “‘poor salesmanship on the 
part of banks generally.” 

I have never been able to under- 
stand the real reason for the difficulty 
of renting boxes. Granted that a box 
is a necessity for any owner of a deed, 
a mortgage, a bond or stock certificate, 
a savings pass book or an insurance 
policy, yet try to rent one! Every 
banker that builds a safe deposit 
vault properly prepares for several 
years’ increased rentals and then tries 
desperately and usually unsuccessfully 
to find enough customers. 

Is poor salesmanship responsible for 
such failures? I doubt it. Let’s have 
a look at some of the customary 
methods used to obtain safe deposit 
customers, and see how they work out. 
I have been through two employees’ 
campaigns for the sale of deposit box 
rentals and, while each time we met 
with a certain amount of success, the 
rentals didn’t seem to stick. Many 
were left unpaid with keys not re- 
turned, forcing the opening of boxes 
and the change of locks at an expense 
which wiped out the profits of many 
other rented boxes. Customers would 
take boxes to satisfy the requests of 
solicitors and then let the box rent 
lapse, substantiating the old, old 
story that business obtained by high 
pressure salesmanship does not pay. 


By 
DEWITT HUBBELL 


Executive Vice-president, The Plainfield Trust 
Company, Plainfield, New Jersey 


We once tried an imitation of a burn- 
ing house, a most realistic electrical 
mechanical device, as a window display 
but it brought in little new business, 
again proving that “fear”? advertising 
has but little real pulling power. A 
series of letters sent to doctors and 
dentists telling of the danger of office 
safes, emphasizing the lack of privacy 
where any office worker could inspect 
the owner’s savings pass book or look 
over his stock certificates, and to 
officers of corporations who kept their 
private papers in envelopes in com- 
pany safes, open to inspection by 
others and to theft, produced com- 
paratively poor results. 

Mr. Cates’ sampling plan as out- 
lined, which apparently is untried, 
seems to the writer to be based upon 
the wrong psychology for it is obvious 
that what comes cheaply is never 
valued very highly. 

Free samples may be effective and 
advisable from a merchandising stand- 
point as applied to breakfast foods or 
chewing gum but such offers smack 
too much of baiting the multitude to 
accord with conservative taste in 
banking. Then, too, consider the 
effect of such free service upon our 
old box renters who pay regularly 
and in full. 


WE admit that we have yet to dis- 

cover an ideal means of selling this 
form of safety. We suspect, however, 
that this method will have its roots in 
education, that is, in some new pres- 


entation of the need for safe deposit 
boxes that will produce desire and 
action on the part of our prospects. 

You often hear the criticism that the 
standard rent of $5 on box rental is 
too high and that if it could be lowered 
to $2 or $3 per year many more boxes 
could be rented. That is unquestion- 
ably true but when one figures the 
overhead and the cost of service, the 
original cost of the vault equipment, 
the rental of the space occupied by the 
vault and the depreciation on the 
investment, I am inclined to believe 
that $2 or $3 a year would show a loss 
instead of a profit. Yet $5 does look 
big to many people. 

Whenever a new customer is dis- 
covered who has had a box elsewhere 
with part of the year’s paid rental 
unused, it does seem to us that it is 
proper practice to charge the rental 
of a box in your vault from the expira- 
tion of his old lease. This is a rea- 
sonable courtesy to extend to new 
residents, or to those who may be rew 
depositors, and often secures a cus- 
tomer for the vault department. 


ANY factors act as deterrents to 

the prospective or possible vault 
patron today. Shrunken fortunes, 
depleted earnings and incomes, resent- 
ment inspired by the taxes levied on 
safe deposit renters, all these and more 
contribute to the relinquishment of 
boxes and the postponement of new 
rentals. 

Every new trust that comes to a 
trust department of a bank is almost 
sure to cause a loss in box rentals, and 
then you run up against the old 
question of the propriety of a trust 
department making a charge for safe 
deposit service. 

On the other hand there are many 
See RENTING SAFE DEPOSIT BOXES—Page 36 
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The CLEARING HOUSE of PICTURES 











EDWARD ELLIOTT 





CHARLES ANDERSON DANA 





EDWARD ELLIOTT... Mr. Elliott, vice-president of the Security-First 
National Bank of Los Angeles, was recently elected president of the Association 
of Reserve City Bankers. He succeeds William F. Kurtz, president of The 
Pennsylvania Company, Philadelphia, Pa. Other officers elected were: Vice- 
president, Julian B. Baird, vice-president of the First National Bank, St. Paul, 
Minn; Treasurer, Herbert L. Horton, president of the lowa-Des Moines National 
Bank & Trust Co., Des Moines, Ia.; Secretary, Joseph J. Schroeder, 105 West 
Adams Street, Chicago, re-elected. 


CHARLES ANDERSON DANA, HENRY C. BRUNIE... Mr. Dana 
is the new chairman of the board of Empire Trust Company, New York City, 
and Mr. Brunie has been elected president and director. They succeed the late 
Leroy W. Baldwin, who was both board chairman and president of the bank, 
having founded the institution as the Empire State Bank in 1901, and having 
served continuously as its chief executive officer until his death on March 6. 
Mr. Dana is president of the Spicer Manufacturing Corporation and has been a 
director of Empire Trust Company for the past eleven years. Mr. Brunie began 
his banking career with Bankers Trust Company in 1921, and since 1933 has 
been a partner of L. A. Mathey & Co. 


PACIFIC NORTHWEST BANKING SCHOOL... An expansion of 
the idea of state banking conferences of an educational nature is the Pacific 
Northwest Banking School, which came into 
being last summer on the University of 
Washington campus at Seattle, under the 
joint sponsorship of the state banking 
associations of Washington, Oregon, Idaho 
and Montana. The group picture below 
shows the class of 1938. 

The second session of the Pacific North- 
west Banking School will be held this sum- 
mer from August 21 to September 1. In 
addition to general courses on earning assets 
and economics, there will be what might be 
termed case studies or laboratory work on 
specific banking problems. 

The courses are of such a standard that 
they attract a mature group. While admis- 
sion requirements provide that the applicant 
must have had at least five years of bank 
experience, the average last year was 17 
years. More than half of the enrollment 
had college backgrounds, and averaged 
two and one-half years of A. I. B. training. 
HENRY C. BRUNIE 


1938 class attending Pacific Northwest Banking School, which will be held again next month 
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CANADIAN BANKING 








By JAMES 


Canada Plans Establishment of 
Central Mortgage Bank 


Canada passed legislation on June 3 
setting up a central mortgage bank 
which will enable mortgages on farm 
and urban properties to be adjusted, 
and placing a limit on interest on 
mortgages obtained through loans of 
the new central mortgage bank. The 
legislation had a_ stormy = session 
through the banking and commerce 
committees of both the House of 
Commons and the Senate, and until 
the last minute appeared as if it 
might hold up prorogation of Parlia- 
ment. A Senate majority finally 
struck out its amendment to eliminate 
urban mortgages from the operation 
of the act, and the legislation passed 
as the last item on what is expected 
to be the last session of Parliament 
before a general election this autumn, 
although the government has still a 

year on its five-year term. 


ANY trust, loan, mortgage or insur- 

ance company can become a member 
of the Central Mortgage Bank volun- 
tarily, but membership in the institu- 
tion is not compulsory. The bank will 
have a capital of $10,000,000 in $100 
par value shares. The bank will have 
the power to increase its capital by 
$200,000,000 by issuing debentures on 
the open market and non-transferable 
debentures bearing interest at 3 per 








GRAHAM H. TOWERS 


. governor of the Bank of Canada, who 
is slated to be governor ef the new Central 
Mortgage Bank 
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Toronto head office of the Canada Permanent 
Mortgage Corporation, one of the concerns 
whose business will be affected by the Central 
Mortgage Bank legislation passed June 3 


cent for a twenty-year period to lend- 
ing companies. 

Since the legislation is primarily to 
adjust the mortgage situation (total 
Canadian mortgages amounted to 
$671,000,000 by the 1931 Dominion 
census), main features of the legisla- 


T. D’ARCY LEONARD, K. C. 


. who spoke for the Dominion Mortgage 
and Investment Association during hearings 
on the Central Mortgage Bank 


MONTAGNES 


tion call for a write-down of mortgages 
to 80 per cent of their present value, 
the cancellation of interest in arrears 
more than two years, and the limiting 
of interest to 5 per cent on farm 
mortgages and 5% per cent on urban 
mortgages. This applies to mortgages 
on properties and dwellings of $7,000 
or less. Farm mortgages will be 
repayable on a half-yearly basis over 
a twenty-year period, and urban 
mortgages on a monthly basis, with 
the lending companies in favor of a 
shorter amortization period than 
twenty years for urban mortgages. 
Maximum interest rates will be set by 
the Bank at 2 per cent above the 
yield of Dominion of Canada long- 
term bonds for the preceding three 
months. The government will absorb 
50 per cent of the adjustment write- 
offs, estimated at $45,000,000. 

The new legislation limits the profits 
of lending companies to a maximum of 
2 per cent and a minimum of 1% per 
cent. Individuals lending money will 
not be able to join the Central Mort- 
gage Bank, and certain land-holding 
companies such as the Canadian 
Pacific Railway are also not expected 
to take part in the bank. 

There will be six directors, three of 
whom will be appointed by the govern- 
ment and will not be connected with 
member companies or the government 

See CANADIAN BANKING—Page 30 




















HON. CHARLES A. DUNNING 


. . . Minister of Finance who brought in the 
Central Mortgage Bank legislation recently 
enacted by Parliament 
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First photograph of the United States Supreme Court showing recent appointees. 
Harlan Fiske Stone, James Clark McReynolds, Chief Justice Charles Evans Hughes, Associate Justices Pierce Butler and Owen J. 
Roberts. Back row, left to right: Associate Justices Felix Frankfurter, Hugo L. Black, Stanley F. Reed and William O. Douglas 
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Front row, left to right: Associate Justices 


Court DEcIsIONS... 


Bank’s liability for trustee’s misuse of money on deposit . . . Right of bank 


to charge back worthless check . . . Note covering impairment of bank assets 


held enforceable . . . Power of estate administrator to execute renewal note 


Those Trustee Accounts 


In three states recently the courts 
have been adjudicating the trouble- 
some question of a bank’s liability for 
a trustee’s misuse of money on deposit 
in a trust account. 

In New York a Federal Court dis- 
cussing a guardian’s personal use of 
the guardianship funds said: 

“The bank knew of course that the 
guardian was from time to _ time 
depositing guardianship funds in his 
individual bank account, mingling 
them with his own funds in that 
account, but it was not aware that in 
later withdrawing money from his 
individual account he was employing 
funds held for his ward. For all the 
bank knew the guardianship funds 
deposited in his personal account were 
being applied to guardianship purposes 
and personal funds to personal pur- 
poses.” (Aetna vs. Catskill National 
Bank, 102 Federal Reporter, Second 
Series, 527.) 


By 


CHARLES R. 
ROSENBERG, Jr. 


“If the bank has notice or knowl- 
edge,”’ says the Texas court in another 
case, “‘that a breach of the trust is 
being committed by an improper 
withdrawal of funds, or if it partici- 
pates in the profits or fruits of the 
fraud, then the bank will be un- 
doubtedly liable.” (Ferguson vs. Has- 
kell National Bank, 127 Southwestern 
Reporter, Second Series, 242.) 

The Court of Appeals of Tennessee 
put it this way: 

“We have been cited to no case 
holding that a depository bank may 
escape liability for a conversion by 
the trustee where, as here, it has 
notice of the attempted conversion 
and participates in it by accepting 


trust funds in payment of the per- 
sonal obligation of the trustee.” 
(Fidelity vs. Hamilton National Bank, 
120 Southwestern Reporter, Second 
Series, 359.) 

Practically all the cases on this 
subject are in agreement that a 
depository bank may be liable for 
misappropriation of trust funds by a 
trustee depositor under these cir- 
cumstances: 

1. Where the bank receives some 
of the proceeds in discharge of a per- 
sonal debt of the trustee to the bank; 

2. Where the bank has actual 
knowledge that the trustee is mis- 
appropriating the funds to his indi- 
vidual use. 

4 7 7 


Check Deposited in Drawee 
Bank 
Where a bank receives from a 
depositor a check drawn on itself and 
See COURT DECISIONS—Page 33 
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THE 
PUBLIC 
NATIONAL 
BANK 
AND 
TRUST COMPANY 
OF NEW YORK 


intimate, personalized corre- 
spondent bank service. 


Experience— Officials with 
years of servicé in this field, 
assuring a knowledge of re- 
‘quirements and valuable as- 
sistance. 


Policy — To cooperate with 
out-of-town banks rather than 
compete for business which is 


rightfully theirs. 





ESTABLISHED 1908 


MEMBER 
NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 














... for ‘Qu 30 Years... the 
STANDARD OF QUALITY 


William Exline 


PASSBOOKS 
and POCKET 
CHECK CASES 


3-Point Superiority 
@ Appearance 
e Long Wear 
e Economy 
Write today for SAMPLES and PRICES. 


WILLIAM EXLINE, INC. 


114 Hamilton Ave. CLEVELAND, OHIO 
Salesmen with Bank Following Can 
cure Attractive Sales Plan 


CUTIERAS STATE CAM 


OAK WASpAG TO 
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The BOOKLET COUNTER 








Booklets listed below are offered without charge or obliga- 


tion to bank officers and other executives. 


requests, 


Address your 


on your bank or company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


CURRENT TRUST DECISIONS ...A 
monthly digest of the important decisions 
from state and Federal courts affecting wills, 
trusts and taxation. An example of a con- 
venient service which enables trust officers 
to keep abreast of legal developments, 
particularly pertaining to the administrative 
and new business policies of a Trust Depart- 
ment. 


FOREIGN EXCHANGE QUOTATIONS 
. .. A large New York bank is distributing 
this new folder which lists virtually all foreign 
currencies and gives the rates in dollars as 
currently quoted in the New York market. 
For obscure currencies, the folder gives the 


| latest rates available. 


MODERN CHECK DESIGNS... . Banks 
are becoming more and more conscious of 
the important part their checks may play in 
a public relations program, and as an adver- 
tising medium. A folder containing an 


| assortment of up-to-date designs will be sent 


to bankers who are interested in improving 
their checks. 


| THE STORY OF AIR CONDITIONING 


. . . By personifying the properties of air 
and explaining the part each of these hypo- 
thetical characters plays in making us com- 
fortable or otherwise, this booklet clarifies 
the subject of air conditioning in a most 
unusual manner. It is issued by the Associ- 
ation of Manufacturers in this field. 


Booklets Still Available 


44% FHA MORTGAGE LOANS 

. . Recently the country’s largest savings 
bank aroused wide attention by announcing 
that it would finance up to $10,000,000 in 
FHA loans this year at a new low interest 
rate of 4144 per cent. This booklet explains 
the kind of property that is eligible, initial 
costs, monthly payments per $1,000, savings 
under new interest rate, and other features 
of the plan. 


GUIDE TO NEW YORK CITY .. . Just 
the thing for World’s Fair visitors is this 
111-page handbook, issued by a New York 
bank. It contains a special section on things 
to see and do at the Fair, and in addition it is 
a veritable encyclopedia of information on 
other Gotham attractions. 


SECURITIES OF THE UNITED STATES 


GOVERNMENT ... Essential features of 
United States Government bonds, notes and 
treasury bills, as well as obligations of Home 
Owners’ Loan Corporation, Federal Farm 
Mortgage Corporation and other govern- 
mental agencies, are presented in this 64-page 
pamphlet. An appended chart gives in con- 


| venient form the record of government 
| financing of outstanding issues. 
In writing to advertisers please mention The Burroughs Clearing House 


DETROIT, MICHIGAN 


THE CALL OF COPENHAGEN ... It is 
indeed a luring siren’s call that is sounded by 
this beautifully illustrated booklet, offered by 
a Danish bank, which pictures the appeal of 
Copenhagen and surrounding countryside. 
Even those unable to consider European 
expeditions will be interested in the pic- 
turesque settings and scenic charm portrayed 
in these 44 pages. 


AUTOMOBILE FINANCING BY BANKS 
. .. A review of essential factors to be con- 
sidered by banks in connection with this type 
of small loan business. Discusses the field to 
be covered, probable credit losses, collection 
methods, overhead expense, insurance cover- 
age, advertising promotion, etc. 


BANK QUESTIONNAIRE MANUAL ... 
A clearing house of ideas for loss prevention 
in connection with fidelity, robbery and for- 
gery hazards. 53 pages. 


WHAT WILL YOUR DIRECTORS SAY? 
. . . Here is a folder about bankers blanket 
bonds, listing some typical cases of losses, 
and containing some pertinent points about 
buying fidelity insurance. 


PROBLEMS OF STAMP PILFERAGE 
AND POSTAGE CONTROL... This new 
brochure reveals the results of an independent 
survey made among ten thousand executives 
in many types of business, with a response of 
44.61 per cent. The survey discloses how 
thousands of business and financial institu- 
tions have centralized mailing and postage 
control with savings in postage expense rang- 
ing from 12 per cent to 52 per cent. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? ... 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, or 
a responsible older man who hasn’t found his 
right place in life. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS ... An eight-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 


DIRECT VISION SORTER ... A new sort- 
ing device for letters, checks, and other items 
is described in an advertising folder that will 
be of interest to bank operating men. Greater 
sorting speed and flexibility are claimed for 
the new product. 


MEETING THE PUBLIC NEEDS IN 
BANKING. . . A widely quoted address 
delivered by W. Randolph Burgess, vice- 
chairman of the board of The National City 
Bank of New York, at the eastern regional 
conference. A clear analysis of the deposit, 
loan and investment problems confronting 
banks in their endeavor to meet public 
needs. 16 pages. 
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A TEXAS BANK 


CITES ITS EXPERIENCE WITH THE 


BRANDT Coin Counter and Packager 


A bank in a small Texas community made the 
following comments regarding a hand operated 
Brandt Coin Counting and Packaging Ma- 
chine which it has purchased. 


«... and he naturally chose yours” 


“* . . . » We used both machines (the BRANDT and 
another make) during the trial period and then 
asked the clerk who operated them as to his choice 
of the machines, and he naturally chose yours.’’ 


*...we ean’t understand how we got 
along without it” 


‘“‘By now the employee who operates our machine is 
quite efficient in packaging coins, and we can’t 
understand how we got along without it. If this 
machine had been demonstrated to us before, I am 
sure we would have bought it then.” 


(Permission has been granted to reveal the name of this Texas 
bank upon request.) 


Used by Large and Small Banks 


We cite the experience of this Texas bank because it 
is clearly an indication that Brandt Coin Counting 
and Packaging Machines are not for large banks alone. 
Their accuracy and the time they save make them 
an excellent investment for banks of all sizes. Brandt 
Coin Counting and Packaging Machines are in use 
daily by banks ranging in size from this Texas bank 
to and including metropolitan New York banks. 


Brandt Coin Counters and Packagers can be supplied 
either as hand or electrically operated machines, 
handling all denominations of coins from pennies to 
silver dollars inclusive. They will count coins con- 
tinuously into bags or in set quantities of 10, 15, 20 
25, 30, 35, 40; 45 and 50. 


Other BRANDT Products: 
BRANDT AUTOMATIC CASHIERS 
(Coin Paying Machines) 
COIN SORTING AND COUNTING MACHINES 
COIN STORAGE TRAYS 
COIN WRAPPERS AND BILL STRAPS 


Brandt Automatic Cashier Co. 


WATERTOWN, WISCONSIN 


Sale of Brandt Packagers 
Increasing 


Brandt Coin Counters and Packagers have built 
up a fine reputation in the time they have been on 
the market. Their sale is constantly increasing as 
more and more banks become acquainted with their 
quality and performance. 


Free Trial—No obligation 


‘Give the Brandt Counter and Packager a trial in 


your bank. Use it just as if it were your own 
machine without cost or obligation. You will be 
the sole judge of its value, and if you decide 
against purchase, it will be removed just as cheer- 
fully as placed. Write for a trial, or if you would 
like further information before accepting a trial, 
fill in and return the coupon below. 





Hand Operated — Model CA 


SEND THIS COUPON TODAY 


- 
BRANDT AUTOMATIC CASHIER COMPANY, 


Watertown, Wis. 


Without cost or obligation please send information regarding the 
following BRANDT products: 


0 Brandt Automatic Cashiers O Coin Sorters and Counters 
0 Coin Counters and Packagers O Coin Storage Trays 
O Coin Wrappers and Bill Straps 
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JUST WHAT YOU NEED} 
FOR STORING RECORDS | | 














Globe-Wernicke storage and transfer 
cases provide an economical and efficient 
method for preserving many records and 
correspondence which every business 
must keep for frequent or occasional ref- 
erence. They are made in a variety of 


styles and sizes for all storage needs. 


There are many dependable G/W office 
accessories which speed up business 
routine with less work and expense. For 
sale by leading stationers and office 
equipment dealers everywhere. 


Globe-Wernicke 


Cincinnati, Ohio 
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THE SAVINGS PROBLEM 


(CONTINUED FROM PAGE 9) 


against them in commercial banks. 

Segregation of the savings function 
in commercial banks is a matter that 
is currently receiving much attention. 
As one banker has stated, “This will 
involve not merely the usual distinc- 
tion between time and demand deposits 
but also a careful allocation of all 
expenses, and an investment policy 


which recognizes the diverse needs of 


the respective departments.” 
Before the policy of segregation is 
to become practicable, permitting a 


| longer range investment policy on 


savings deposits, many bankers feel 
that savings contracts will have to be 
re-written and the attitude of the 


| public toward savings accounts will 
| have to be changed. At present, little 
| distinction is made in the public mind 
| between time and demand deposits, 
| the idea having been fostered that 


savings balances are payable any time 
on demand. Proposed revisions of 
the savings contract would impose 
more definite restrictions on with- 
drawals, as a means of deferring 
liquidation of assets in times of stress. 

Another proposal that is being even 
more widely discussed is that of a 
differential in interest rates. In this 
regard, Philip A. Benson, president 
of the American Bankers Association 
and president of the Dime Savings 
Bank of Brooklyn, recently remarked: 
“In spite of the reward of interest, 
savings deposits are not growing in 
any appreciable degree and one wonders 
if we should not be meeting public 
needs more adequately if we adopted 
some plan of paying higher interest 
rates on accounts that remain un- 
changed for long periods, and a low 
rate on the more active accounts.” 

The payment of graded interest rates 
on time funds is also recommended by 
Thomas A. Wilson, retiring president 
of the New York State Bankers 
Association and president of the 
Marine Midland Trust Co., Bing- 
hamton, N. Y. ‘“‘Now is the time to 
put so-called time deposits really on 
a time basis and make them safer to 
accept,” declared Mr. Wilson on the 
association’s recent cruise convention. 
“It seems to me that bankers should 
create a plan whereby depositors of 
time money can classify themselves 
and then live up to the rules according 
to classification. 

“In my judgment, those who wish 
to obtain their money on demand 
should abide by the rules as they exist 
today, and should receive a nominal 
interest income, possibly one-half of 
1 per cent,” Mr. Wilson = stated. 
“Those who wish to leave the money 
for a minimum of six months, with a 
three months’ notice of withdrawal in 
writing, should be entitled possibly to 
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1 per cent, and those who are willing 
to leave their funds for one year, and 
in addition give a six months’ notice 
of withdrawal in writing, should re- 
ceive 11% per cent or 2 per cent. 

“IT recommend to the association 
that during the coming year an effort 
be made to develop some such plan as 
I have outlined above,” said Mfr. 
Wilson in conclusion. 

No substantial differential in which 
the systematic saver would be paid a 
higher rate of interest than the 
ordinary depositor could be justified 
from the cost analysis point of view, 
according to G. Allen Huggins, assist- 
ant treasurer of the Strafford Savings 
Bank, Dover, New Hampshire, who 
spoke on this subject at the A. B. A. 
regional conference in New York this 
spring. Mr. Huggins cited costs to 
show that it was not possible to 
increase earnings for the deposits of 
the systematic saver, either by a 
substantial saving in the costs of 
handling his business, or through 
measurably greater investment return. 
However, systematic savings accounts 
to which Mr. Huggins refers are some- 
what different from relatively ‘“‘in- 
active” accounts left on deposit over 
a period of years. 


N analysis of the cost of a split 

rate of dividend was made in 
several savings institutions, based on 
a dividend of 3 per cent on the indi- 
vidual balances left on deposit for 
five years or more, and 1 per cent on 
the remaining funds. According to 
Irvin Bussing, director of research, 
Savings Banks Trust Company, New 
York City, results varied in relation 
to the deposit liability structure of 
the banks analyzed. 

One example cited was a seventy- 
five-year-old bank in an old com- 
munity. <A large proportion of its 
deposit liability is composed of a 
relatively few large accounts, and the 
bank is not getting new money. The 
cost of a split rate of 3 per cent and 
1 per cent to this bank would be about 
14 per cent more than the cost of a 
flat 2 per cent rate, Mr. Bussing 
reports. 

Another bank analyzed on_ this 
basis, a rapidly growing institution 
with much new money coming in, 
found that the cost of a split rate of 
3 per cent and 1 per cent would reduce 
the dividend cost to that bank 18 
per cent. 

Thus, to determine the cost of a 
split rate of interest plan to any 
individual bank, the only way to find 
out is to analyze its own particular 
deposit liability. 

Bankers are also considering another 
type of account, by which the deposi- 
tor would set out to accumulate some 
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definite sum such as a thousand dol- down payments. Ultimately, the bank about the plan were received during 
lars, and on this money the bank would in most cases gets a housing loan as_ the first three weeks of the campaign. 
; pay the current interest or dividend well as a savings account. A wealth of other interesting ideas 
rate. In addition, it would reserve a The idea of buying $1,000 on the are being injected into bank adver- 
differential of perhaps 1 per cent, or easy payment plan is being made the tising pertaining to savings. The 
one-half of 1 per cent, whatever the basis for a co-operative newspaper tendency is away from scare copy and 
bank could afford to pay. advertising campaign launched by moral preachments; the copy stresses 
If the depositor reached his thousand thirty-six mutual savings banks in instead the advantages of a consistent 
dollar goal, the reserve dividends Brooklyn, Queens, Long Island and _ savings plan. The trend in some of 
would be credited to his account and Staten Island. The plan provides a_ the copy is to make saving an exciting 
’ the full amount be made available to specific savings program for people in game, by depicting the thrill of watch- 
him. He might also be given the’ each income group, since the $1,000 ing the progress made from week to 


" privilege of withdrawing his funds can be bought on a two, three, four, week, as dramatized by human-interest 
| serially upon maturity, upon a plan five or ten year schedule, with monthly _ case histories of thrifty individuals. 

’ similar to that of the United States deposits ranging from $8.34 under the Some banks are stressing the advan- 
r savings bond. A system of split rates ten year plan to $41.67 under the two _ tages of saving in order to buy for cash 


and an accumulation type of account year plan. More than 3,000 inquiries instead of on the installment plan — 
would tend to reduce activity, and in 


the long run should result in increased - 
net earnings for depositors. 











4 While the discussion thus far has 
* centered primarily upon the question 
‘ of interest rates, we have previously 
noted that the savings problem is a 
f two-way problem. The second phase, 
: to which banks are giving serious 
f consideration, is that of how to mer- 
h chandise thrift in the face of lower 
‘ reward for savings. 
“ Probably the most notable develop- 
se ment in this regard has been the wide CoWA \ E R L y 
ss promotion of systematic savings plans 
‘ of various types. Although the auto- 
matic savings account, wherein the 
depositor puts aside a_ stipulated 99 
it amount each week or each month for 
™ the purpose of having a lump sum 
ne ~~ at the end of a 7“ ~~ 
% is by no means a new idea, this 
a principle is being developed on an | YWfrege You buy Accounting Forms or Books 
ne increasingly broad scale. _ / 
i‘. One reason for the quick public 
h. acceptance of these plans is that many Every much-used or important form belongs on good paper 
W people have acquired the installment — on paper like Waverly Ledger. Forms on Waverly Ledger 
on plan habit, and they find 5 this form are far more efficient to use and actually cheaper in the end. 
of of savings just another installment , s ‘ 
plan. Also, having a definite savings For Waverly Ledger is made especially for hard working 
= plan to advertise helps the bank in its forms with 85% rag content strength, a perfect surface for 
ai merchandising. It is much easier to writing, typing and erasing in a choice of White, Buff, 
its advertise a specific item than thrift Blue and the eye-pleasing Horizon Green. 
in general. 
= HE Wells Fargo Bank & Union When forms are up for consideration, pick the paper ex- 
ail Trust Co., of San Francisco, has perts choose. Say, “Put them on Weston’s Waverly Ledger.” 
sal offered its “Buy $1,000 Plan” for ten 
" years or more, by means of advertising : 
ng _— is ey " —— from WAVERLY LEDGER TYPACOUNT 
other installment an advertising. . 
his The bank’s copy eae does more Hinged LEDGER 
on than urge the reader to buy $1,000 . ' eaket 
= over a period of 208 weeks at $4.62 The “hinge” is made right in the paper. It A paper of Waverly 85% rag content grade 
al a week. makes loose leaf forms open flat without and quality with a special smear-proof 
a Another California bank, the Coast | weakening the binding edge. finish for machine bookkeeping needs. 
18 National Bank of Fort Bragg, recently 
installed a similar system called the Write Byron Weston Co., Dept. D, Dalton, Mass., for sample book showing 
ia ‘Pay-Day Savings Plan.” This plan all weights of Waverly Ledger and for “Weston’s Papers’’, an interesting 
ny makes its appeal on the basis of having and informative periodical. 
ind funds available when such obligations | 
lar as insurance or taxes come due. Still | 
a third California bank, the Anglo , 
her California National Bank, has adopted 
osi- a similar savings plan to help pro- 
yme spective home owners accumulate 
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thereby eliminating worry over “easy 
payments” and having a reserve for 
emergencies. Thus a_ co-operative 
campaign by four Albany, N. Y., 
savings banks advises, ““Try borrowing 
from yourself!” 

Savings accounts are also being 
solicited by methods akin to wholesale 
selling, by working through the per- 
sonnel departments of large concerns. 
Under these programs, the bank 
arranges to have one of its officers 
address the company’s employees on 
the value of regular deposits in a sav- 
ings account. The employees are then 
told that they can instruct their 
employer to deduct a stipulated amount 
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each pay day from their pay envelopes 
for deposit in a savings account, which, 
of course, always remains under the 
employee’s control. The Detroit Bank 
recently installed such a system for 
its own employees. 

These are only a few of the mer- 
chandising methods being employed 
by banks to attract savings. It 
might seem strange, with banks having 
such a difficult time investing funds 
profitably, that they should be con- 
cerned at this time with savings 
volume. Indeed, it might appear to 
be a blessing in disguise for banks if 
their interest-bearing deposits were to 
diminish for the time being. 





AN UNCERTAIN 


— BECOME A SECURED 
ILLION-DOLLAR CREDIT! 





@ Three years ago a large western bank was 
on the point of calling its $40,000 open- 
credit line to an independent oil refiner. 
However, in consideration of the borrow- 
er’s record, plus improving business pros- 
pects, the loan was converted to a secured, 
commodity credit basis. 


By means of LAWRENCE SYSTEM, commodity paper was issued against 
the borrower's crude and refined oil stocks. This gave the bank desired 
protection and did not inconvenience the refiner. The result has been a 
continued, mutually profitable relationship, with the refiner’s credit now 


increased to $1,000,000. 


Many banks throughout the country have enjoyed similar experiences 
with the use of LAWRENCE SysTeM. And almost any loan account is a 
likely prospect — for LAWRENCE SYSTEM operation now covers over 400 


different types of inventories. 


You can get information on any point of our service by writing or call- 
ing our nearest office. Use of LAWRENCE SysTEM costs your bank noth- 


ing—you incur no obligation. 


To meet the needs of your commodity loan prospects, we 
have developed an interesting and detailed “Question 
and Answer” booklet. Send today for free copies. 





CREATING COMMODITY PAPER AGAINST inventory (easy 





A. T. GiBson, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION Since 1916 


New York: 52 Wall St. © Cuicaco: 1 N. LaSalle © BuFFALO: Liberty Bank Bldg. @ BOSTON: 10 Post Office Sq. 

Missouri: Commerce Trust Bldg. @ Da.tas: 
Los ANGELES: W’, P. Story Bldg. © FRESNO, CALIFORNIA: 2030 Anna Street @ SAN FRANCISCO: 37 Drumm Street 
155 Stevens @ PORTLAND, OREGON: U. S. National Bank Bldg. @ HONOLULU, T. H. 


KANSAS ClTY, 


SPOKANE, WASHINGTON: §, 


Santa Fe Bldg. @ Houston: 


1001 Shell Bldg. 





CERTIFIED ON CHECKS... LAWRENCE ON WAREHOUSE RECEIPTS 
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Most forward-looking bankers hold 
this to be a short-sighted viewpoint, 
however, they point out, in the words 
of Henry S. Kingman, president of 
the Farmers and Mechanics Savings 
Bank in Minneapolis, that “what is 
true of other businesses is likewise 
true of individual banks and of the 
banking industry in general, namely, 
that no business organization stands 
still. It either progresses or retro- 
gresses, and a bank’s failure to attempt 
to progress is equivalent to surrender 
to its competitors.” 

In summary, because bankers in 
general recognize the importance of a 
normal and healthy growth for their 
institutions, they are devoting par- 
ticular study and attention to the 
two-way problem confronting them 
in connection with savings deposits. 

First, banks are giving careful con- 
sideration to the necessity of reducing 
interest rates in view of lower earn- 
ings. The influence of reduced rates 
on savings volume is being studied. 
Alternatives such as graded interest 
rates and segregation of time deposits 
—permitting higher return on stable 
funds —are being widely discussed. 

Second, in the face of the trend 
toward lower reward for savings, 
many banks have launched special 
campaigns to merchandise thrift in 
more pleasing packages. The out- 
standing example of this is the wide- 
spread promotion of systematic sav- 
ings plans for purchasing specific sums 
on “easy payments.” 

¢ * + 


PUBLIC 
RELATIONS 


(CONTINUED FROM PAGE 17) 


the development of new crops, and 
have supplied the financing necessary 
where individual farmers wished to 
try experimental plantings. Backing 
has been given to packing and canning 
enterprises. And, from the way banks 
throughout Oregon and Washington 
have bolstered the 4-H and Future 
Farmer programs, it is apparent that 
the banks have been the mainspring 
of the work of these organizations. 

The Oregon Bankers Association has 
outlined for its members the following 
farmer-banker program. 

1. Survey and study the farming 
problems of your community. Co- 
operate with your farmer customers in 
developing and carrying out a definite 
program for the improvement of farm- 
ing methods and quality of live stock. 

2. Encourage farm boys and girls to 
engage in definite agricultural projects. 

3. Accept opportunities to speak on 
banking topics before meetings ol 
senior farmer organizations. 

4. Call regularly on your county 
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agricultural agent, your county 4-H 
Club leader, Future Farmer advisors, 
and officers of senior farmer organiza- 
tions and request suggestions as to 
definite projects through which you 
may assist in their programs. 

5. Seek opportunities to assist in 
finding sponsors for 4-H Club and 
Future Farmer projects. 

6. Attend 4-H Club shows, county 
fairs and chapter meetings of Future 
Farmers of America. 

7. Co-operate with other bankers in 
your country or group in making 
arrangements for farmer-banker meet- 
ings or picnics and agricultural inspec- 
tion tours. 

It is plain that this activity among 
farmers is all public relations work, 
even though it may not be called that. 
It is matched in cities and towns by 
programs carried on by the banks 
among business men. On the average, 
the bankers of Oregon and Washington 
probably reach 30,000 to 40,000 indi- 
vidual business men each year through 
talks before luncheon clubs, chambers 
of commerce and similar organizations. 
Considering that neither state is very 
populous this means that the field is 
pretty well covered so far as business 
executives are concerned. 

Nor have the banks neglected such 
establishments as the Civilian Con- 
servation Corps camps. To them, 
however, the banks usually send along 
some kind of entertainment as well as 
a speaker. It has been found from 
experience that audiences of this type 
will listen to a talk on banking, which 
will do both them and the banks some 
good, if they get a little entertainment 
at the same time. This is sugar- 
coating the pill, perhaps, but none-the- 
less the patient gets the pill. 

One of the principal incidental 
benefits arising from such programs 
designed to cultivate public good will, 
whether the public is composed of 
farmers or business men, teachers or 
students, is that it makes banks of 
news interest and gets them into the 
newspapers. The activities of bankers 
in Washington and Oregon have been 
accorded an extraordinary amount of 
newspaper space. 

_ To take full advantage of the grow- 
ing news value of banks and bankers, 
J. L.. Searcy, cashier of the Commercial 
National Bank of Hillsboro, Oregon, 
and chairman of the Oregon Bankers 
Association’s committee on public 
relations, has had each bank in the 
State designate a public relations 
oflicer. Their duties, beyond the super- 
Vising of general public relations pro- 
grams for banks, include the develop- 
ing and maintaining of press contacts. 
hat is, to see to it that local news- 
papers get the story of any activity 
in which the bank may have a hand. 

At the same time, through these 

public relations officers, the association 


is able to distribute releases of a general 
banking nature with reasonable assur- 
ance that local editors will print them. 
Many a busy editor, especially if he 
does not need copy, will throw a press 
release that comes in through the mail 
into the wastebasket without looking 
at it. But if one of the men from the 
bank drops in with the story, it will 
probably be used, especially if the 
bank concerned is in itself a valuable 
news source. This follows because 
news is a thing that feeds upon itself. 
The more a newspaper prints about 
banking, the more it wants to print. 
By becoming news locally through 
their local activities, Oregon and 
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Washington bankers have made bank- 
ing, itself, news. Which means that 
banking stories, even without a local 
tie-up, become of local interest. Of 
course, in handling news releases of a 
general nature the banks in a given 
community co-operate so as not to 
duplicate each other’s efforts. 

The success of any activity designed 
to educate the public in the mysteries 
of banking depends in the long run on 
continuity of effort, and outstanding 
as the work in the Northwest during 
the past few years has been, it would 
be undone by a year of neglect. How- 
ever such neglect is unlikely. Essen- 
tially the programs now being carried 
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Equipment designed to conserve time and effort, and to promote efficiency, 


The illustrations show the latest improved ADJUSTO Tray-Binder and the 
Hi-Lo Reference and Posting Stand—two popular items in our big line. 
ADJUSTO Tray-Binders are made to fit sheets of any size, and in any required 
capacity—the most practical and convenient posting tray available. 
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Billing Machines. Solid. or two-color 


Rubber cushion keytops for type- 
writers, adding and accounting ma- 
chines. Soften the key touch, reduce 
operator fatigue. Metal backed. Give 
long, satisfactory service. 
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on are in the hands of the younger 
officers and employees. The president 
may make the speech, but often it is 
the assistant cashier who puts him 
up to it. Also, in several cities the 
A. I. B. chapters have been most 
active in this work. To cite one 
instance, the Portland, Oregon, chapter 
of the Institute sponsored something 
like a hundred talks last year and 
reached an aggregate audience of from 
7,000 to 8,000 persons. The chapter 


Sd 


also took to the air on several occa- 
sions. This accent on youth is assur- 
ance that the program of Northwest 
bankers to foster a better public 
understanding of banks and bankers 
is likely to be a continuing force, 
especially as those taking part in it 
are finding that it’s a lot of fun. 

“It’s the most constructive work 
we can do,” one banker explains, “‘and, 
you know, even if it wasn’t I would not 
miss it for the world.” 
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CANADIAN BANKING 


(CONTINUED FROM PAGE 22) 


services, and the other three will be 
the governor of the Bank of Canada, 
the deputy governor of the Bank of 
Canada, and the deputy Minister of 
The legislation was spon- 
sored by Hon. C. A. Dunning, Minister 
of Finance in the Federal Government. 

As first announced in Parliament, 
the legislation was opposed to a cer- 
tain extent by the lending companies. 
Given a chance to criticize the legisla- 


| tion in Banking and Commerce com- 


mittee, T. D’Arcy Leonard, K. C., 
Toronto, spoke for the Dominion 
Mortgage and Investment Association, 
consisting of fifty companies with 
mortgage investments of $580,000,000. 
He pointed out that the lending insti- 
tutions had already in recent years 
made certain adjustments, and were 
willing to assist in operation of the 
bank if some changes were made in 
the legislation. The lending companies 
wanted a distinction made in regard 
to mortgagors who could pay the 
original mortgage. The lending com- 
panies were ready to limit interest 
to 5 per cent on farm mortgages, but 
could not see their way clear to do so 
on urban mortgages, especially where 
a write-down had to be made. A rate 
of 5% per cent on urban mortgages 
was set. 

The mortgage companies felt that 


| adjustments ought to be made at 
'once, with appraisal if necessary by 


the Central Mortgage Bank within a 
year, in order to speed up the situation 
for the borrowers. The lending com- 


| panies also felt that they wished to 
| know how much it would cost them 


before voluntarily joining the bank, 
and asked for revision of the clause 
limiting their interest on new mort- 
gages when they were member com- 
panies but were not borrowing money 


| from the bank for such new mortgages. 


The Central Mortgage Bank will 
require a large staff of appraisers to 
adjust mortgages, it being considered 
that more than half the mortgaged 
property in Canada will have to be 
revalued. Farm mortgages drawn up 
since December 31, 1938, and non- 


farm mortgages made since December 
31, 1935, will be exempted from the 
adjustment provisions of the legislation. 

Opinion expressed by various sources 
shows that the Central Mortgage Bank 
will fill a definite need, that it is looked 
on by most with favor, that it will tend 
to bring down mortgage rates, and 
that it will bring more of the business 
into company hands as against indi- 
vidual lenders. 

Since mortgages come under pro- 
vincial jurisdiction, there is no com- 
pulsion about the legislation, which is a 
Federal act, and the operation of it 
will be entirely voluntary by lending 
companies. No provincial legislation 
is at present on the books to bar the 
operation of the act in any province. 
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Safety Deposit Box Over 
60 Per Cent Rented 


Unlike United States banks, Cana- 
dian banks are not faced with a large 
percentage of empty safety deposit 
boxes. Outside of the larger centers 
few Canadian banks maintain large 
specially built safety deposit vaults. 
In these safety deposit vaults the 
rental percentage is well over 60 per 
cent, and taken over a nation-wide 
territory, few banks have more than 
30 per cent of their safety deposit 
boxes empty. A safe estimate shows 
that taking cities and small centers 
into consideration close to 70 per 
cent of all safety deposit boxes are 
rented in Canada. 

The branch banking system is partly 
responsible for this, since branch banks 
in small centers obtain nests of safety 
deposit boxes of various sizes as they 
need them. These units of safety 
deposit boxes are self-contained, hav- 
ing their own steel outside covering, 
and are kept in the bank’s own vaults. 
They are so constructed that they can 
be added to, as the business warrants. 
When these units are about 90 per 
cent rented, and there is a demand for 
more boxes, a branch manager usually 
requests another nest of boxes. ‘Thus 
in small cities and towns there are 
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a- seldom many empty safety deposit these agencies quite unlike the usual been associated with Secretary Henry 
Ir- boxes. Federal supervision where the organi- Morgenthau, Jr. Since January 1, 
st English banking customs also main- zations and controls are wholly govern- 1934, Mr. Gaston has held the position 
lic tain in many Canadian cities where mental. Supervising as it does many of Assistant to the Secretary, and has 
TS customers bring to the bank manager different types of organizations—in- been in charge of public relations and 
2e, valuables and securities and ask him volving among other things more than _ has been a general advisor and “‘trouble- 
it to store these, but will not take out a 8,000 corporations—the Farm Credit shooter” in the department. During 
safety deposit box of their own. The Administration does not seem to be recent months his duties have been 
rk bank charges for this storage in its adapted to complete identification with virtually those of an assistant secretary. 
id, own safe and keeps a register of such the Department. The relationships The new assistant secretary was 
ot storage items. Frequently trunks are involved can be handled best by a_ born in Halsey, Oregon, in 1881 and 
sent to the bank for safekeeping in continuation of its present method of was educated at the University of 
this manner. Another hold-out from operation, with the Secretary of Agri- Washington and the University of 
English custom, and a competitor to culture exercising aco-ordinating super- Chicago, and most of his life has been 
the safety deposit box, is the custom vision in only the broadest and most spent in newspaper work. He was 
of leaving valuables, securities and general way.” formerly editor of the Minneapolis 
valuable papers with the family lawyer. o bb Daily Star and of various Non- 
Canadian banks only occasionally Partisan League papers in Minnesota 
= advertise their safety deposit box and North Dakota, and mowed te 
| facilities in newspapers or periodicals, : as night editor of the New York World. 
= though each branch has a number of oe ae ia dooms When the New York World discon- 
mee wall or counter displays advertising Ty y tinued publication in 1931, Mr. Gaston 
nk this service. The post of fiscal Assistant Secretary was named secretary of the Conserva- 
ed - = s of the Treasury, vacant since the’ tion Department of the State of New 
nd resignation of Wayne Chatfield Taylor, York when Henry Morgenthau, Jr., 
nd ; sctri has been filled by the appointment was State Conservation Commissioner. 
ess aoe of Herbert E. Gaston who has long When Mr. Morgenthau came to 
al Bank advertising departments are 
ii now preparing school advertising for 
a, the new term. 
a The ere — r —— —_ a STEEL CORRUGATED PAPER 
a series 0 otters featuring famous 
ing dates in Canadian history and a book- TRANSFER FILES FILE BOXES 
"ie let “Banking Forms and Their Uses.” ~ wa —EE 
the The Provincial Bank of Canada ee ‘ 
; distributes book covers, prizes at the 
Ice. . 
end of a school year, and small savings 
banks among school children. 
The Canadian Bank of Commerce 
till this year distributed historical 
calendars, and also issued a portfolio of 
ii banking forms. = 
irge « ¢ a Patent Pending Patented 
osit HINGED LID—STYLE C 
ve on ts wes eae. Women Prices. oe. SUPPLIES— 
- WASHINGTON Follower | ‘lock interchangeable runs on Steel Check Sorters . . . Lock-Seal Night 
e tracks, in drawer or partitioned compartments. Depository Bags... Coin Bags... Wallets 
“ VIE W POINT ee > ” Gum Wotanaee and Bill Straps 
vide 
han (CONTINUED FROM PAGE 15) STRAYER COIN BAG CO. NEWBRIGHTON,PA. 
osit Hence, the Governor of the Farm Bank Supplies Since 1914 
ows Credit Administration will report to 
ters the Secretary of Agriculture rather 
per than to the President. The Secretary’s 
are responsibility will therefore be that 
heretofore exercised directly by the 
rtly President. 
inks “While the supervision of credit 
fety facilities in the farm field is closely 
nd related to the other agricultural land- 
ety use activities of the Federal Govern- 
nav- ment, it also has an equally important NATIONAL BANK OF DETROIT 
‘ing, relation to the work of the Treasury 
ults. Department and of the Federal Loan DETROIT, MICHIGAN 
can Agency. Furthermore, not all of the 
ints. 


functions of the institutions and cor- 


1 for Farm Credit Administration are exclu- 
ally SIN ely governmental in character. The Member Federal Deposit Insurance Corporation 
Phus Farm Credit Administration exercises 

are 





a type of Federal supervision over 
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Washington in March, 1933, as head 
of the Federal Farm Board, Mr. Gaston 
became secretary of the board and 
on its merger with the Farm Credit 
Administration was appointed Deputy 
Governor. He followed his chief to 
the Treasury Department later that 
year, and when Mr. Morgenthau 
became Secretary of the Treasury, 
Mr. Gaston was named to the newly- 
created post of Assistant to the 
Secretary. 


Federal Reserve Book 


A book of 128 pages entitled “‘The 
Federal Reserve System —its Purposes 
and Functions” has just been issued 
by the Board of Governors of the 
Federal Reserve System in connection 
with the twenty-fifth anniversary of 
the passage of the Federal Reserve 
Act. The book constitutes an authori- 
tative textbook on the outline, func- 
tion, and operation of the Federal 
Reserve System and its relation to 
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banking, business, money, and credit, 
and is written in language designed to 
be understood by students and laymen. 

The purpose of the publication is 
explained in the foreword, which 
states: 

“This book is intended primarily for 
students, bankers, business men, and 
others who desire an authoritative 
statement of the purposes and func- 
tions of the Federal Reserve System. 
It is neither a primer, nor is it an 
exhaustive treatise. The aim has 
been to have it cover the middle 
ground between those extremes and 
to make it clear and readable without 
neglect of the essentials. 

“The Federal Reserve System is 
twenty-five years old this year. Its 
operations have become a factor of 
great importance in American eco- 
nomic life. While they chiefly con- 
cern banks and the government, their 
effects extend into all forms of eco- 
nomic activity and are felt indirectly 
by every one. 


“It is desirable, therefore, that the 
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Federal Reserve System be as fully 
understood as possible by the public 
in whose interest it was established 
and in whose interest it is adminis- 
tered.” 

Copies of the book are obtainable 
in cloth binding at 50 cents a copy and 
in paper cover without charge. They 
can be furnished individually or in 
quantities for classroom and other 
use. Orders should be addressed to 
the Board of Governors of the Federal 
Reserve System, Washington, D. C. 

The board has also published 
pamphlet reprints of some of its more 
important policy statements, including 
“Problems of Banking and Bank 
Supervision,” taken from its 1938 
annual report, and “Monetary Meas- 
ures and Objectives,” compiled from 
various statements submitted to Con- 
gressional Committees regarding pro- 
posed legislation. 
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Social Security Bill Removes 


Bank Exemptions 


An estimated 300,000 employees of 
banks and building and loan associ- 
ations heretofore exempt are brought 
into the Social Security System by a 
bill now pending in Congress. 

The original act exempted all instru- 
mentalities of the Federal Govern- 
ment, and this was interpreted to 
mean national banks, state-chartered 
members of the Federal Reserve Sys- 
tem, and Federal savings and loan 
associations. The new bill brings all 
these institutions and their employees 
within the Social Security Act by 
limiting the exemptions to those instru- 
mentalities of the Federal Govern- 
ment which are either wholly owned 
by the United States or are exempt 
from taxes by virtue of some other 
law. This means that when the 
amendments become law these insti- 
tutions and their employees will be 
subject to the 1 per cent pay roll tax 
and employees will be eligible for old 
age retirement pension. Non-member 
state banks and state-chartered build- 
ing and loan associations have been 
under the Social Security Law since 
its enactment. 

Another amendment, however. 
exempts from the taxes part-time 
employees of non-profit, mutual organ- 
izations such as are exempt from 
Federal income taxes. In this class 
are mutual savings banks not having a 
capital stock represented by shares, 
domestic building and loan associ- 
ations substantially all the business 
of which is confined to making loans 
to members, co-operative banks with- 
out capital stock organized and oper- 
ated for mutual purposes and without 
ees credit unions, local benevolent 
life insurance associations, farmers’ 
| co-operative associations, and other 
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institutions of this character. Em- 
ployees of organizations of this class 
whose remuneration does not exceed 
$45 per quarter are exempted from 
the social security taxes. 

From the standpoint of Federal 
finance, the most important aspect of 
the social security amendment is the 
change made in the old-age reserve 
fund by reason of reduced taxes and 
increased benefit payments. The old- 
age insurance tax is frozen at 1 per 
cent for the worker and 1 per cent for 
the employer for the three years 1940, 
1941, 1942, as against the 1% per 
cent rate in the original law. 

A number of other changes, includ- 
ing those in the separate unemploy- 
ment compensation tax schedule, will 
further decrease taxes so that the 
government revenue will be decreased 
by approximately $580,000,000 during 
the calendar year 1940 and by $1,710,- 
000,000 during the three years. This 
loss of revenue may mean a corre- 
sponding increase in Treasury financ- 
ing. At the same time the bill liberal- 
izes old-age insurance benefits by 
providing benefits for aged wives, 
and for widows, children, and aged 
dependent parents, and the date for 
beginning monthly benefit payments 
has been advanced to January 1, 1940, 
instead of 1942. 
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COURT 
DECISIONS 


(CONTINUED FROM PAGE 23) 


credits the check to the depositor’s 
account, what redress does the bank 
have if the check proves to be an over- 
draft on the drawer’s account? 

An Arkansas bank, meeting that 
situation, charged the worthless checks 
of one depositor back to the account 
of the depositor who had deposited 
them and received credit. The deposi- 
tor against whom these items were 
charged brought. legal action against 
the bank. Ruling in his favor, the 
Supreme Court of Arkansas said: 

“When a check is deposited in the 
bank on which it is drawn the bank 
has the right as against such depositor 
to reject it or refuse to pay it or to 
receive it conditionally; but if it 
unqualifiedly accepts the check and 
places it to the credit of the depositor, 
it can not thereafter, in the absence of 
lraud or collusion, repudiate the trans- 








We Want Hotels 
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moderate-sized, well located property 
Write to 
Milner Hotels Incorporated 
3500 David Stott Bldg. - Detroit, Michigan 





action. As between the bank and the 
depositor, the bank must bear the 
loss if the check proves to be an over- 
draft on the drawer’s account.” 

The deposit ticket in this particular 
case had a printed provision that “‘any 
item drawn on this bank not good at 
close of business on day deposited 
may be charged back.” It appeared 
that some of the checks in question 
were deposited on Saturday and others 
on Monday, but they were not charged 
back until Tuesday morning. The 
court pointed out that if the right to 
charge the items depended solely on 
the reservation on the deposit ticket, 
the right should have been exercised 
not later than the close of business on 
the day of conditional acceptance. 

An interesting sidelight in this case 
is the fact that three of the justices of 
the court dissented from this decision. 
They felt that such a rule imposes an 
undue hardship on a bank and would 
increase the expenses of operation 
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to an unprofitable and unjust degree. 
(First National Bank vs. McKeen, 
127 Southwestern Reporter, Second 
Series, 142.) 
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Directors’ Note Enforceable 


Is a note executed by stockholders, 
directors and members of the finance 
committee of a bank to enable the 
bank to continue in business, en- 
forceable where the bank subsequently 
fails? 

Such note was given in favor of a 
Tennessee bank at the suggestion of 
the bank examiner. Certain notes 
had been ordered charged off by the 
examiner and this charging off would 
have reduced the surplus of the bank 
below the legal requirement. To avoid 
this a note was executed by certain 
stockholders, directors and members 
of the finance committee, with the 
understanding among them as indi- 
viduals and as representatives of the 
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bank that the note would be liquidated 
out of the earnings of the bank. 

Before the note was paid out, the 
bank was taken over by a receiver 
who subsequently sold all its assets, 
including this note, to another bank. 
The other bank subsequently sued on 
the note. 

The defense made by the negotiators 
of the note was that the note was 
executed by them without considera- 
tion. This was rejected by the Supreme 
Court of Tennessee, who said: 

“The authorities are practically 
unanimous in holding that a note or 
bond executed by directors, officers or 
stockholders of a bank, to make good 
an impairment of the bank’s assets so 
that the bank may continue in busi- 
ness, is based upon a valid considera- 
tion.” (Merchants and Farmers Bank 
vs. Cardwell, 127 Southwestern Re- 


| porter, Second Series, 113.) 
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Surety’s Renewal Note 


A woman who signed a note as 
surety died and thereafter the adminis- 
trator of her estate signed a renewal 
note in his capacity as administrator. 
The original note was marked paid 
and surrendered to the administrator. 
At a subsequent suit by the bank, it 
was urged that the administrator had 
no legal power to bind the estate of 
the deceased surety by executing a 
renewal note. Discussing this ques- 
tion the Kentucky court said: 

“The administrator had no power 
to bind the decedent’s estate by sign- 
ing the renewal note as surety, although 
it may have been in the interest of the 
estate and for its profit. 

“But the renewal note did not 
operate to discharge the obligation 
of the original note. The bank 
allowed the administrator to renew 
the note individually, without binding 
the estate of the decedent. It was the 
intention of the bank and the adminis- 
trator not to discharge the pre- 
existing obligation but only to execute 
and accept the renewal note as evi- 
dential of the original debt. 

“In the absence of an agreement to 
the contrary, the acceptance of a 
renewal note made or endorsed by an 
administrator of the obligor in the 
original paper is held not to be a pay- 
ment or novation of the original note.” 

This is an application of the general 
rule that a renewal note is not pay- 
ment or discharge of the original note 
unless specifically so accepted. (State 
National Bank vs. Thompson, 126 
Southwestern Reporter, Second Series, 
412.) 
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Altered Note Voided 


A flagrant case of an altered or 
raised note recently came before the 


Kentucky courts. A note originally 
drawn and executed for $600 had been 
altered to $3,600 both in the numerals 
and in the words setting forth the 
amount of the instrument. When sued 
on the note, the makers resisted pay- 
ment on the ground that the note was 
voided by the material alteration. 

Applying the Negotiable Instru- 
ments Act to the case the Kentucky 
court said: 

**A completed negotiable instrument 
which has been materially altered is 
voided as to any party who does not 
assent to the alteration.” 

Pointing out, however, that a holder 
in due course of an altered instrument 
is not prejudiced by the alteration the 
court continued: 

**A holder in due course may enforce 
the note according to its original tenor 
where there has been a material 
alteration.” 

From this interpretation of the 
Negotiable Instruments Act it would 
appear that where an instrument has 
been materially altered, such as by 
raising the amount, it is void as 
against the parties who did not 
authorize or assent to the alteration, 
where the instrument is in the hands 
of one who is not a holder in due 
course. But a holder in due course 
may enforce the instrument, according 
to its original tenor, against the 
parties liable thereon. Thus the 
holder in due course could enforce a 
raised note, not for the raised amount, 
but for the true, original amount. 

It was urged upon the court that 
where makers or drawers of negotiable 
instruments prepared the paper in 
such a way as to make alteration easy, 
they should be held liable on the 
altered instrument, even for a raised 
amount. The court conceded that 
there have been some judicial decisions 
to that effect, but pointed out that 
since the passage of the Negotiable 
Instruments Act, the carelessness or 
the negligence of the maker or drawer 
in preparing or signing the instrument 
so as to invite alteration, no longer 
has any bearing on his liability on an 
altered instrument. (Citizens Bank 
vs. Nickell, 126 Southwestern Re- 
porter, Second Series, 820.) 
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Two Payees of Check 


A check was made payable in the 
joint names of husband and wife who, 
however, had been divorced before 
the check was issued. The check was 
delivered to the male payee, who 
endorsed it and also endorsed the 
name of his former wife without her 
authority. Thereupon he cashed the 
check. 

The former wife subsequently 
brought suit against the bank for the 
alleged illegal conversion of the proceeds 
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of the check. The Illinois court 
pointed out that where a check is 
drawn payable jointly to two payees, 
the payee in possession of the check 
holds it for himself and for the other 
payee. He could of course endorse 
the check for himself but not for the 
other payee without authority to do so. 
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“Hence,” the court decided, “the 
bank is liable to the feminine payee 
for a share in the proceeds of the 
check which was drawn to the order 
of her and her former husband and 
upon which her endorsement was 
forged. The check was in the posses- 
sion of the former husband and he, 


+ ¢ 


being a joint payee, had an interest 
of which he divested himself by his 
endorsement, and the question must 
still be considered as to whether the 
former wife is entitled to the full 
amount of the check.” (Hoffman vs, 
First National Bank, 20 Northeastern 
Reporter, Second Series, 121.) 


CHARTS THAT SHOW TRENDS 


(CONTINUED FROM PAGE 12) 


be a fair appraisal that even in a 
country bank the cashier should not 
interfere with the flow of his major 
responsibilities to put a lot of pretty- 
colored pencils to cross-section paper. 
But the fact is, I do the work myself — 
from choice, not from necessity. If it 
is any comfort to the banker who 
considers such work trivial, I do it 
in the hour or so before the bank 
opens for business—a time I have 
found peculiarly valuable for disposing 
of all manner of jobs that fail to get 
done if attempted during the hours 
when the bank staff is on hand and 
customers coming in and out. 

My reason for doing the job per- 
sonally, instead of turning it over to 
any one of half a dozen people who 
‘could doubtless produce neater charts 
than lie within my limited skill, is 
that thus the facts make upon me an 
impression materially deeper than if 
I were content to absorb the facts 
from a chart prepared for my inspec- 
tion. A good many educators insist 
that from experiments and observa- 
tion it has been proved that anyone 
learns more quickly and retains the 
knowledge in more accessible form, if 
he does something about it with his 
hands while he is learning. Certainly 
I have no chance to overlook the 
length of the line indicating our 
month’s high and low of deposits —not 
when I make the line after locating 
the points between which it must be 


drawn. And it is unquestionably the 
one best way for me to fix in my mind 
for permanent record that a typical 
February spread is about $100,000. 


TO anyone who first sees our book 

of charts, the task of making up 
and maintaining these graphs invari- 
ably looks tremendous. All right, I 
have no doubt spent a good many 
hours on them in foto. The biggest 
time expense arises when drawing up 
a new chart from scratch. But these 
charts were not all started at the 
same time. As has been explained, 
they have been made up from time to 
time as we have seen the need for an 
addition to our tool box of graphic 
helps. Perhaps I have developed a 
certain speed and skill at the job that 
I lacked at first. Nowadays it is a job 
of fifteen minutes or half an hour to 
start with a fresh piece of co-ordinate 
paper, plot on it the points from a 
tabulation that we already have in 
our statistical binders, and then con- 
nect the points in a line or shade in 
some bars. I have never yet made such 
a chart without deriving from the 
operation a more intimate familiarity 
with the figures than I ever felt 
before. 

Keeping up the charts takes a 
negligible effort and time. When the 
month-end brings a new set of figures 
to my desk, I close myself in the 
directors’ room next morning with 
my book of charts. By nine o’clock 
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most or all of them have been brought 
up to date, and in between the 
instants of putting pencil to paper I 
have paused a good many times to 
check back against the showing for 
the same month two years ago, or to 
consider the implications of some shift 
in direction which I had not expected. 
No doubt there are other hours in the 
month when I put in some more 
productive licks for the bank. Just 
between you and me, I suspect that 
such hours, however, are only those in 
which I have the pleasurable experi- 
ence of making good-sized loans to 
gilt-edge borrowers! 

To admit to further detail work, | 
maintain a duplicate set of charts for 
the president of the bank, who is not 
active as an officer. He has a book of 
them just like mine. Once in a while 
he brings the book in at my request. 
I take a mimeoscope, which is a device 
of frosted glass surface with a light 
beneath it, lay my chart on it, lay 
his on top of that, draw in the new 
points and lines with a few pencil 
strokes. Thus he always has available 
for quick reference the same facilities 
as I cherish. And if ever I should lose 
my book it could be cheaply duplicated 
by copying a set of charts from his. 


EpiTor’s Nore: In the August issue 
of The Burroughs Clearing House, 
Mr. Gans will describe charts which 
measure other major phases of his 
bank’s activities. 


RENTING SAFE DEPOSIT BOXES 


(CONTINUED FROM PAGE 20) 


legitimate methods for soliciting safe 
deposit box business. Probably first 
and foremost is newspaper advertising; 
followed by solicitations by letter; 
enclosures with monthly cancelled 
vouchers; the use of empty box dis- 
plays in the bank lobby with cards 
listing sizes and prices; similar displays 
in advertising windows. Best of all, 
perhaps, is a campaign of education 
among officers and employees to 
enable them, in their general conversa- 





tions with customers, to present a 
steady series of verbal requests for 
this business, carefully avoiding high 
pressure methods. Even with the 
proper use of all such means it seems 
to be the consensus of opinion, that, 
in spite of persistent effort, it is 
difficult to keep the rentals on an even 
keel in these times. 

I believe that the continued use of 
our time-tested selling devices plus 
more effective word pictures or actual 
dramatizations of the inconvenience 





and loss sustained through fire, theft 
and misplacement of papers and 
records will gradually build up an 
appreciation of the need of safe deposit 
services, so that when the economic life 
of the people swings back to normal 
they will be ready to respond to the 
printed word and verbal solicitation. 
Meanwhile let us remember that the 
end does not always justify the means 
and that, in banking, placing un- 
desirable business on the books 3s 
expensive. 
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